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The House met at 12 noon and was
called to order by the Speaker pro tem-
pore [Mr. GOODLATTE].

f

DESIGNATION OF SPEAKER PRO
TEMPORE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker:

WASHINGTON, DC,
June 26, 1995.

I hereby designate the Honorable BOB
GOODLATTE to act as Speaker pro tempore on
this day.

NEWT GINGRICH,
Speaker of the House of Representatives.

f

PRAYER

The Chaplain, Rev. James David
Ford, D.D., offered the following pray-
er:

O gracious God, from whom comes
every good gift, our hearts are filled
with thanksgiving for all Your mar-
velous gifts to us and to all people. As
we enter this week with all the respon-
sibilities of the day and the many
tasks ahead, may our lives never get so
cluttered that we fail to express our in-
nermost feelings of prayer, praise, and
thanksgiving. Remind us, too, that our
abilities are gifts of Your hand so may
we dedicate ourselves to be good
custodians of the marvels of Your cre-
ation and by being faithful in deeds of
justice and acts of mercy to all those
about us. In Your name, we pray.
Amen.

f

THE JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day’s proceedings and announces
to the House his approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

PLEDGE OF ALLEGIANCE

The SPEAKER. Will the gentleman
from California [Mr. ROHRABACHER]
come forward and lead the House in the
Pledge of Allegiance.

Mr. ROHRABACHER led the Pledge
of Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

f

PERMISSION TO HAVE UNTIL MID-
NIGHT TONIGHT TO FILE CON-
FERENCE REPORT ON HOUSE
CONCURRENT RESOLUTION 67,
CONCURRENT RESOLUTION ON
THE BUDGET FOR FISCAL YEAR
1996

Mr. ROHRABACHER. Mr. Speaker, I
ask unanimous consent that the Com-
mittee on the Budget have until mid-
night tonight to file the conference re-
port on the concurrent resolution (H.
Con. Res. 67), the concurrent resolution
on the budget for fiscal years 1996, 1997,
1998, 1999, 2000, 2001 and 2002.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

f

CONFERENCE REPORT ON HOUSE
CONCURRENT RESOLUTION 67

Mr. KASICH submitted the following
conference report and statement on the
bill (H. Con. Res. 67), setting forth the
congressional budget for the United
States Government for the fiscal years
1996, 1997, 1998, 1999, 2000, 2001, and 2002,
having met, after full and free con-
ference, have agreed to recommend and
do recommend to their respective
Houses as follows:

CONFERENCE REPORT (H. CON. RES. 67)
The committee of conference on the dis-

agreeing votes of the two Houses on the
amendment of the Senate to the concurrent

resolution (H. Con. Res. 67), setting forth the
congressional budget for the United States
Government for the fiscal years 1996, 1997,
1998, 1999, 2000, 2001, and 2002, having met,
after full and free conference, have agreed to
recommend and do recommend to their re-
spective Houses as follows:

That the House recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:
SECTION 1. CONCURRENT RESOLUTION ON THE

BUDGET FOR FISCAL YEAR 1996.

(a) DECLARATION.—The Congress deter-
mines and declares that this resolution is
the concurrent resolution on the budget for
fiscal year 1996, including the appropriate
budgetary levels for fiscal years 1997, 1998,
1999, 2000, as required by section 301 of the
Congressional Budget Act of 1974, and includ-
ing the appropriate levels for fiscal years
2001 and 2002.

(b) TABLE OF CONTENTS.—The table of con-
tents for this concurrent resolution is as fol-
lows:
Sec. 1. Concurrent resolution on the budget for

fiscal year 1996.

TITLE I—LEVELS AND AMOUNTS

Sec. 101. Recommended levels and amounts.
Sec. 102. Debt increase.
Sec. 103. Social Security.
Sec. 104. Major functional categories.
Sec. 105. Reconciliation.

TITLE II—BUDGETARY RESTRAINTS AND
RULEMAKING

Sec. 201. Discretionary spending limits.
Sec. 202. Extension of pay-as-you-go point of

order.
Sec. 203. Tax reserve fund in the Senate.
Sec. 204. Welfare reform reserve fund.
Sec. 205. Budget surplus allowance.
Sec. 206. Sale of government assets.
Sec. 207. Credit reform and direct student loans.
Sec. 208. Extension of Budget Act 60-vote en-

forcement through 2002.
Sec. 209. Repeal of IRS allowance.
Sec. 210. Tax reduction contingent on balanced

budget in the House of Represent-
atives.

Sec. 211. Exercise of rulemaking powers.
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TITLE III—SENSE OF THE CONGRESS,

HOUSE OF REPRESENTATIVES, AND SEN-
ATE

Sec. 301. Sense of the Congress on the elimi-
nation of fraud, waste, and abuse
in the medicare system.

Sec. 302. Sense of Congress regarding privatiza-
tion of the student loan marketing
association (Sallie Mae).

Sec. 303. Sense of the Congress regarding the
debt limit.

Sec. 304. Sense of the Congress assumptions.
Sec. 305. Sense of the Senate that tax reduc-

tions should benefit working fami-
lies.

Sec. 306. Sense of the Senate on the distribution
of agriculture savings.

Sec. 307. Sense of the Senate on the establish-
ment of a medicare solvency com-
mission.

Sec. 308. Sense of the Senate regarding protec-
tion of children’s health.

Sec. 309. Sense of the Senate on the assump-
tions.

Sec. 310. House Statement on agriculture sav-
ings.

Sec. 311. Sense of the House on baselines.
Sec. 312. Sense of the House regarding a com-

mission on the solvency of the
Federal military and civil service
retirement funds.

Sec. 313. Sense of the House regarding the re-
peal of House Rule XLIX.

Sec. 314. Sense of the House on emergencies.

TITLE I—LEVELS AND AMOUNTS
SEC. 101. RECOMMENDED LEVELS AND AMOUNTS.

The following budgetary levels are appro-
priate for the fiscal years 1996, 1997, 1998, 1999,
2000, 2001, and 2002:

(1) FEDERAL REVENUES.—For purposes of the
enforcement of this resolution—

(A) The recommended levels of Federal reve-
nues are as follows:

Fiscal year 1996: $1,042,500,000,000.
Fiscal year 1997: $1,082,700,000,000.
Fiscal year 1998: $1,134,200,000,000.
Fiscal year 1999: $1,186,700,000,000.
Fiscal year 2000: $1,245,400,000,000.
Fiscal year 2001: $1,313,400,000,000.
Fiscal year 2002: $1,384,200,000,000.
(B) The amounts by which the aggregate lev-

els of Federal revenues should be changed are
as follows:

Fiscal year 1996: $100,000,000.
Fiscal year 1997: $100,000,000.
Fiscal year 1998: $200,000,000.
Fiscal year 1999: $200,000,000.
Fiscal year 2000: $200,000,000.
Fiscal year 2001: $200,000,000.
Fiscal year 2002: $200,000,000.
(C) The amounts for Federal Insurance Con-

tributions Act revenues for hospital insurance
within the recommended levels of Federal reve-
nues are as follows:

Fiscal year 1996: $103,800,000,000.
Fiscal year 1997: $109,000,000,000.
Fiscal year 1998: $114,900,000,000.
Fiscal year 1999: $120,700,000,000.
Fiscal year 2000: $126,900,000,000.
Fiscal year 2001: $133,600,000,000.
Fiscal year 2002: $140,400,000,000.
(2) NEW BUDGET AUTHORITY.—For purposes of

the enforcement of this resolution, the appro-
priate levels of total new budget authority are
as follows:

Fiscal year 1996: $1,285,500,000,000.
Fiscal year 1997: $1,324,300,000,000.
Fiscal year 1998: $1,362,300,000,000.
Fiscal year 1999: $1,396,900,000,000.
Fiscal year 2000: $1,445,600,000,000.
Fiscal year 2001: $1,476,300,000,000.
Fiscal year 2002: $1,518,800,000,000.
(3) BUDGET OUTLAYS.—For purposes of the

enforcement of this resolution, the appropriate
levels of total budget outlays are as follows:

Fiscal year 1996: $1,288,100,000,000.
Fiscal year 1997: $1,316,800,000,000.

Fiscal year 1998: $1,338,200,000,000.
Fiscal year 1999: $1,379,600,000,000.
Fiscal year 2000: $1,426,500,000,000.
Fiscal year 2001: $1,453,600,000,000.
Fiscal year 2002: $1,492,600,000,000.
(4) DEFICITS.—For purposes of the enforce-

ment of this resolution, the amounts of the defi-
cits are as follows:

Fiscal year 1996: $245,600,000,000.
Fiscal year 1997: $234,100,000,000.
Fiscal year 1998: $204,000,000,000.
Fiscal year 1999: $192,900,000,000.
Fiscal year 2000: $181,100,000,000.
Fiscal year 2001: $140,200,000,000.
Fiscal year 2002: $108,400,000,000.
(5) PUBLIC DEBT.—The appropriate levels of

the public debt are as follows:
Fiscal year 1996: $5,210,700,000,000.
Fiscal year 1997: $5,510,100,000,000.
Fiscal year 1998: $5,779,800,000,000.
Fiscal year 1999: $6,038,900,000,000.
Fiscal year 2000: $6,288,900,000,000.
Fiscal year 2001: $6,503,500,000,000.
Fiscal year 2002: $6,688,600,000,000.
(6) DIRECT LOAN OBLIGATIONS.—The appro-

priate levels of total new direct loan obligations
are as follows:

Fiscal year 1996: $37,600,000,000.
Fiscal year 1997: $40,200,000,000.
Fiscal year 1998: $42,300,000,000.
Fiscal year 1999: $45,700,000,000.
Fiscal year 2000: $45,800,000,000.
Fiscal year 2001: $45,800,000,000.
Fiscal year 2002: $46,100,000,000.
(7) PRIMARY LOAN GUARANTEE COMMIT-

MENTS.—The appropriate levels of new primary
loan guarantee commitments are as follows:

Fiscal year 1996: $193,400,000,000.
Fiscal year 1997: $187,900,000,000.
Fiscal year 1998: $185,300,000,000.
Fiscal year 1999: $183,300,000,000.
Fiscal year 2000: $184,700,000,000.
Fiscal year 2001: $186,100,000,000.
Fiscal year 2002: $187,600,000,000.

SEC. 102. DEBT INCREASE.
The amounts of the increase in the public debt

subject to limitation are as follows:
Fiscal year 1996: $307,800,000,000.
Fiscal year 1997: $299,300,000,000.
Fiscal year 1998: $269,800,000,000.
Fiscal year 1999: $259,100,000,000.
Fiscal year 2000: $249,900,000,000.
Fiscal year 2001: $214,600,000,000.
Fiscal year 2002: $185,100,000,000.

SEC. 103. SOCIAL SECURITY.
(a) SOCIAL SECURITY REVENUES.—For pur-

poses of Senate enforcement under sections 302,
602, and 311 of the Congressional Budget Act of
1974, the amounts of revenues of the Federal
Old-Age and Survivors Insurance Trust Fund
and the Federal Disability Insurance Trust
Fund are as follows:

Fiscal year 1996: $374,700,000,000.
Fiscal year 1997: $392,000,000,000.
Fiscal year 1998: $411,400,000,000.
Fiscal year 1999: $430,900,000,000.
Fiscal year 2000: $452,000,000,000.
Fiscal year 2001: $475,200,000,000.
Fiscal year 2002: $498,600,000,000.
(b) SOCIAL SECURITY OUTLAYS.—For purposes

of Senate enforcement under sections 302, 602,
and 311 of the Congressional Budget Act of 1974,
the amounts of outlays of the Federal Old-Age
and Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund are as
follows:

Fiscal year 1996: $299,400,000,000.
Fiscal year 1997: $310,900,000,000.
Fiscal year 1998: $324,600,000,000.
Fiscal year 1999: $338,500,000,000.
Fiscal year 2000: $353,100,000,000.
Fiscal year 2001: $368,100,000,000.
Fiscal year 2002: $383,800,000,000.

SEC. 104. MAJOR FUNCTIONAL CATEGORIES.
The Congress determines and declares that the

appropriate levels of new budget authority,
budget outlays, new direct loan obligations, and

new primary loan guarantee commitments for
fiscal years 1996 through 2002 for each major
functional category are:

(1) National Defense (050):
Fiscal year 1996:
(A) New budget authority, $264,700,000,000.
(B) Outlays, $263,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 1997:
(A) New budget authority, $267,300,000,000.
(B) Outlays, $265,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 1998:
(A) New budget authority, $269,000,000,000.
(B) Outlays, $263,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 1999:
(A) New budget authority, $271,700,000,000.
(B) Outlays, $267,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 2000:
(A) New budget authority, $274,400,000,000.
(B) Outlays, $270,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 2001:
(A) New budget authority, $277,100,000,000.
(B) Outlays, $270,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
Fiscal year 2002:
(A) New budget authority, $280,000,000,000.
(B) Outlays, $270,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $1,700,000,000.
(2) International Affairs (150):
Fiscal year 1996:
(A) New budget authority, $15,800,000,000.
(B) Outlays, $17,000,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 1997:
(A) New budget authority, $14,000,000,000.
(B) Outlays, $15,100,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 1998:
(A) New budget authority, $12,400,000,000.
(B) Outlays, $13,900,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 1999:
(A) New budget authority, $11,200,000,000.
(B) Outlays, $12,600,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 2000:
(A) New budget authority, $12,700,000,000.
(B) Outlays, $11,900,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 2001:
(A) New budget authority, $12,800,000,000.
(B) Outlays, $12,000,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
Fiscal year 2002:
(A) New budget authority, $12,800,000,000.
(B) Outlays, $11,800,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commit-

ments, $18,300,000,000.
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(3) General Science, Space, and Technology

(250):
Fiscal year 1996:
(A) New budget authority, $16,700,000,000.
(B) Outlays, $16,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $16,300,000,000.
(B) Outlays, $16,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $15,900,000,000.
(B) Outlays, $16,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $15,600,000,000.
(B) Outlays, $15,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $15,300,000,000.
(B) Outlays, $15,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $15,300,000,000.
(B) Outlays, $15,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $15,300,000,000.
(B) Outlays, $15,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
(4) Energy (270):
Fiscal year 1996:
(A) New budget authority, $4,600,000,000.
(B) Outlays, $4,500,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $4,200,000,000.
(B) Outlays, $3,500,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $3,800,000,000.
(B) Outlays, $3,100,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $3,600,000,000.
(B) Outlays, $2,600,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $3,400,000,000.
(B) Outlays, $2,200,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $3,300,000,000.
(B) Outlays, $2,200,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $3,300,000,000.
(B) Outlays, $2,200,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
(5) Natural Resources and Environment (300):

Fiscal year 1996:
(A) New budget authority, $19,500,000,000.
(B) Outlays, $20,300,000,000.
(C) New direct loan obligations $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $19,200,000,000.
(B) Outlays, $20,000,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $17,700,000,000.
(B) Outlays, $18,700,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $18,200,000,000.
(B) Outlays, $19,000,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $17,900,000,000.
(B) Outlays, $18,500,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $17,100,000,000.
(B) Outlays, $17,400,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $17,500,000,000.
(B) Outlays, $17,700,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commit-

ments, $0.
(6) Agriculture (350):
Fiscal year 1996:
(A) New budget authority, $13,100,000,000.
(B) Outlays, $11,800,000,000.
(C) New direct loan obligations,

$11,500,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 1997:
(A) New budget authority, $12,500,000,000.
(B) Outlays, $11,100,000,000.
(C) New direct loan obligations,

$11,500,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 1998:
(A) New budget authority, $11,700,000,000.
(B) Outlays, $10,500,000,000.
(C) New direct loan obligations,

$10,900,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 1999:
(A) New budget authority, $11,500,000,000.
(B) Outlays, $10,300,000,000.
(C) New direct loan obligations,

$11,600,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 2000:
(A) New budget authority, $10,900,000,000.
(B) Outlays, $9,800,000,000.
(C) New direct loan obligations,

$11,400,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 2001:
(A) New budget authority, $9,800,000,000.
(B) Outlays, $8,700,000,000.
(C) New direct loan obligations,

$11,100,000,000.
(D) New primary loan guarantee commit-

ments, $5,700,000,000.
Fiscal year 2002:
(A) New budget authority, $9,600,000,000.
(B) Outlays, $8,500,000,000.

(C) New direct loan obligations,
$10,900,000,000.

(D) New primary loan guarantee commit-
ments, $5,700,000,000.

(7) Commerce and Housing Credit (370):
Fiscal year 1996:
(A) New budget authority, $2,600,000,000.
(B) Outlays, ¥$6,900,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 1997:
(A) New budget authority, $1,800,000,000.
(B) Outlays, ¥$5,100,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 1998:
(A) New budget authority, $900,000,000.
(B) Outlays, ¥$6,700,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 1999:
(A) New budget authority, $400,000,000.
(B) Outlays, ¥$4,800,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 2000:
(A) New budget authority, $2,100,000,000.
(B) Outlays, ¥$2,200,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 2001:
(A) New budget authority, $800,000,000.
(B) Outlays, ¥$2,900,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
Fiscal year 2002:
(A) New budget authority, $600,000,000.
(B) Outlays, ¥$3,000,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $123,100,000,000.
(8) Transportation (400):
Fiscal year 1996:
(A) New budget authority, $36,600,000,000.
(B) Outlays, $38,900,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $43,100,000,000.
(B) Outlays, $37,600,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $43,900,000,000.
(B) Outlays, $36,600,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $42,600,000,000.
(B) Outlays, $34,100,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $42,900,000,000.
(B) Outlays, $33,200,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $42,200,000,000.
(B) Outlays, $32,400,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $41,800,000,000.
(B) Outlays, $32,000,000,000.
(C) New direct loan obligations, $200,000,000.
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(D) New primary loan guarantee commit-

ments, $0.
(9) Community and Regional Development

(450):
Fiscal year 1996:
(A) New budget authority, $6,600,000,000.
(B) Outlays, $9,900,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 1997:
(A) New budget authority, $6,500,000,000.
(B) Outlays, $7,800,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 1998:
(A) New budget authority, $6,400,000,000.
(B) Outlays, $6,500,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 1999:
(A) New budget authority, $6,400,000,000.
(B) Outlays, $6,200,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 2000:
(A) New budget authority, $6,300,000,000.
(B) Outlays, $6,200,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 2001:
(A) New budget authority, $5,700,000,000.
(B) Outlays, $6,100,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
Fiscal year 2002:
(A) New budget authority, $5,600,000,000.
(B) Outlays, $6,100,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commit-

ments, $1,200,000,000.
(10) Education, Training, Employment, and

Social Services (500):
Fiscal year 1996:
(A) New budget authority, $48,400,000,000.
(B) Outlays, $53,400,000,000.
(C) New direct loan obligations,

$13,600,000,000.
(D) New primary loan guarantee commit-

ments, $16,300,000,000.
Fiscal year 1997:
(A) New budget authority, $47,800,000,000.
(B) Outlays, $48,900,000,000.
(C) New direct loan obligations,

$16,300,000,000.
(D) New primary loan guarantee commit-

ments, $15,900,000,000.
Fiscal year 1998:
(A) New budget authority, $47,600,000,000.
(B) Outlays, $47,300,000,000.
(C) New direct loan obligations,

$19,100,000,000.
(D) New primary loan guarantee commit-

ments, $15,200,000,000.
Fiscal year 1999:
(A) New budget authority, $48,400,000,000.
(B) Outlays, $47,500,000,000.
(C) New direct loan obligations,

$21,800,000,000.
(D) New primary loan guarantee commit-

ments, $14,300,000,000.
Fiscal year 2000:
(A) New budget authority, $49,100,000,000.
(B) Outlays, $48,200,000,000.
(C) New direct loan obligations,

$21,900,000,000.
(D) New primary loan guarantee commit-

ments, $15,000,000,000.
Fiscal year 2001:
(A) New budget authority, $48,600,000,000.
(B) Outlays, $47,700,000,000.
(C) New direct loan obligations,

$22,000,000,000.

(D) New primary loan guarantee commit-
ments, $15,800,000,000.

Fiscal year 2002:
(A) New budget authority, $48,800,000,000.
(B) Outlays, $47,800,000,000.
(C) New direct loan obligations,

$22,200,000,000.
(D) New primary loan guarantee commit-

ments, $16,600,000,000.
(11) Health (550):
Fiscal year 1996:
(A) New budget authority, $121,000,000,000.
(B) Outlays, $121,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 1997:
(A) New budget authority, $127,600,000,000.
(B) Outlays, $127,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 1998:
(A) New budget authority, $131,600,000,000.
(B) Outlays, $131,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 1999:
(A) New budget authority, $135,700,000,000.
(B) Outlays, $135,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 2000:
(A) New budget authority, $140,100,000,000.
(B) Outlays, $139,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 2001:
(A) New budget authority, $144,500,000,000.
(B) Outlays, $144,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
Fiscal year 2002:
(A) New budget authority, $149,200,000,000.
(B) Outlays, $149,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $300,000,000.
(12) Medicare (570):
Fiscal year 1996:
(A) New budget authority, $176,100,000,000.
(B) Outlays, $173,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $184,300,000,000.
(B) Outlays, $182,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $194,000,000,000.
(B) Outlays, $192,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $205,700,000,000.
(B) Outlays, $203,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $216,500,000,000.
(B) Outlays, $214,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $231,800,000,000.
(B) Outlays, $229,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.

Fiscal year 2002:
(A) New budget authority, $249,200,000,000.
(B) Outlays, $247,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
(13) Income Security (600):
Fiscal year 1996:
(A) New budget authority, $225,900,000,000.
(B) Outlays, $227,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 1997:
(A) New budget authority, $231,600,000,000.
(B) Outlays, $236,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 1998:
(A) New budget authority, $250,300,000,000.
(B) Outlays, $245,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 1999:
(A) New budget authority, $253,100,000,000.
(B) Outlays, $255,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 2000:
(A) New budget authority, $269,500,000,000.
(B) Outlays, $269,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 2001:
(A) New budget authority, $274,800,000,000.
(B) Outlays, $274,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
Fiscal year 2002:
(A) New budget authority, $288,700,000,000.
(B) Outlays, $288,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $100,000,000.
(14) Social Security (650):
Fiscal year 1996:
(A) New budget authority, $5,900,000,000.
(B) Outlays, $8,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $8,100,000,000.
(B) Outlays, $10,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $8,800,000,000.
(B) Outlays, $11,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $9,600,000,000.
(B) Outlays, $12,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $10,500,000,000.
(B) Outlays, $12,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $11,100,000,000.
(B) Outlays, $13,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $11,700,000,000.
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(B) Outlays, $14,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
(15) Veterans Benefits and Services (700):
Fiscal year 1996:
(A) New budget authority, $37,500,000,000.
(B) Outlays, $36,900,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $26,700,000,000.
Fiscal year 1997:
(A) New budget authority, $37,900,000,000.
(B) Outlays, $38,000,000,000.
(C) New direct loan obligations, $1,100,000,000.
(D) New primary loan guarantee commit-

ments, $21,600,000,000.
Fiscal year 1998:
(A) New budget authority, $38,200,000,000.
(B) Outlays, $38,400,000,000.
(C) New direct loan obligations, $1,000,000,000.
(D) New primary loan guarantee commit-

ments, $19,700,000,000.
Fiscal year 1999:
(A) New budget authority, $38,800,000,000.
(B) Outlays, $39,000,000,000.
(C) New direct loan obligations, $1,000,000,000.
(D) New primary loan guarantee commit-

ments, $18,600,000,000.
Fiscal year 2000:
(A) New budget authority, $39,100,000,000.
(B) Outlays, $40,600,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commit-

ments, $19,300,000,000.
Fiscal year 2001:
(A) New budget authority, $39,700,000,000.
(B) Outlays, $41,300,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commit-

ments, $19,900,000,000.
Fiscal year 2002:
(A) New budget authority, $40,200,000,000.
(B) Outlays, $41,800,000,000.
(C) New direct loan obligations, $1,700,000,000.
(D) New primary loan guarantee commit-

ments, $20,600,000,000.
(16) Administration of Justice (750):
Fiscal year 1996:
(A) New budget authority, $19,800,000,000.
(B) Outlays, $18,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $19,800,000,000.
(B) Outlays, $18,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $20,200,000,000.
(B) Outlays, $19,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:

(A) New budget authority, $21,000,000,000.
(B) Outlays, $20,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:

(A) New budget authority, $21,100,000,000.
(B) Outlays, $20,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $20,700,000,000.
(B) Outlays, $20,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $20,600,000,000.
(B) Outlays, $20,500,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(17) General Government (800):
Fiscal year 1996:
(A) New budget authority, $12,400,000,000.
(B) Outlays, $12,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $12,300,000,000.
(B) Outlays, $12,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $12,200,000,000.
(B) Outlays, $12,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $12,100,000,000.
(B) Outlays, $12,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $12,000,000,000.
(B) Outlays, $12,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $11,600,000,000.
(B) Outlays, $11,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $11,600,000,000.
(B) Outlays, $11,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
(18) Net Interest (900):
Fiscal year 1996:
(A) New budget authority, $298,400,000,000.
(B) Outlays, $298,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, $310,500,000,000.
(B) Outlays, $310,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, $319,400,000,000.
(B) Outlays, $319,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, $331,500,000,000.
(B) Outlays, $331,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, $342,900,000,000.
(B) Outlays, $342,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, $349,900,000,000.
(B) Outlays, $349,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, $357,600,000,000.
(B) Outlays, $357,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.

(19) The corresponding levels of gross interest
on the public debt are as follows:

Fiscal year 1996: $369,900,000,000.
Fiscal year 1997: $381,600,000,000.
Fiscal year 1998: $390,900,000,000.
Fiscal year 1999: $404,000,000,000.
Fiscal year 2000: $416,100,000,000.
Fiscal year 2001: $426,800,000,000.
Fiscal year 2002: $436,100,000,000.
(20) Allowances (920):
Fiscal year 1996:
(A) New budget authority, ¥$6,400,000,000.
(B) Outlays, ¥$4,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, ¥$6,300,000,000.
(B) Outlays, ¥$6,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, ¥$5,300,000,000.
(B) Outlays, ¥$5,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, ¥$4,700,000,000.
(B) Outlays, ¥$5,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, ¥$3,700,000,000.
(B) Outlays, ¥$4,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, ¥$3,700,000,000.
(B) Outlays, ¥$4,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2002:
(A) New budget authority, ¥$3,700,000,000.
(B) Outlays, ¥$4,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
(21) Undistributed Offsetting Receipts (950):
Fiscal year 1996:
(A) New budget authority, ¥$33,700,000,000.
(B) Outlays, ¥$33,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1997:
(A) New budget authority, ¥$34,200,000,000.
(B) Outlays, ¥$34,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1998:
(A) New budget authority, ¥$36,400,000,000.
(B) Outlays, ¥$36,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 1999:
(A) New budget authority, ¥$35,500,000,000.
(B) Outlays, ¥$35,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2000:
(A) New budget authority, ¥$37,400,000,000.
(B) Outlays, ¥$37,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
Fiscal year 2001:
(A) New budget authority, ¥$36,800,000,000.
(B) Outlays, ¥$36,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
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Fiscal year 2002:
(A) New budget authority, ¥$41,600,000,000.
(B) Outlays, ¥$41,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.
SEC. 105. RECONCILIATION.

(a) RECONCILIATION OF SPENDING REDUC-
TIONS.—

(1) SENATE COMMITTEES.—Not later than Sep-
tember 22, 1995, the committees named in this
subsection shall submit their recommendations
to the Committee on the Budget of the Senate.
After receiving those recommendations, the
Committee on the Budget shall report to the
Senate a reconciliation bill carrying out all such
recommendations without any substantive revi-
sion.

(A) COMMITTEE ON AGRICULTURE, NUTRITION,
AND FORESTRY.—The Senate Committee on Agri-
culture, Nutrition, and Forestry shall report
changes in laws within its jurisdiction that pro-
vide direct spending (as defined in section
250(c)(8) of the Balanced Budget and Emergency
Deficit Control Act of 1985) to reduce outlays
$2,503,000,000 in fiscal year 1996, $29,059,000,000
for the period of fiscal years 1996 through 2000,
and $48,402,000,000 for the period of fiscal years
1996 through 2002.

(B) COMMITTEE ON ARMED SERVICES.—The
Senate Committee on Armed Services shall re-
port changes in laws within its jurisdiction that
provide direct spending to reduce outlays
$1,571,000,000 in fiscal year 1996, $1,888,000,000
for the period of fiscal years 1996 through 2000,
and $2,199,000,000 for the period of fiscal years
1996 through 2002.

(C) COMMITTEE ON BANKING, HOUSING, AND
URBAN AFFAIRS.—The Senate Committee on
Banking, Housing, and Urban Affairs shall re-
port changes in laws within its jurisdiction that
provide direct spending to reduce outlays
$481,000,000 in fiscal year 1996, $1,698,000,000 for
the period of fiscal years 1996 through 2000, and
$2,391,000,000 for the period of fiscal years 1996
through 2002.

(D) COMMITTEE ON COMMERCE, SCIENCE, AND
TRANSPORTATION.—The Senate Committee on
Commerce, Science, and Transportation shall re-
port changes in laws within its jurisdiction that
provide direct spending to reduce outlays
$114,000,000 in fiscal year 1996, $9,088,000,000 for
the period of fiscal years 1996 through 2000, and
$15,036,000,000 for the period of fiscal years 1996
through 2002.

(E) COMMITTEE ON ENERGY AND NATURAL RE-
SOURCES.—The Senate Committee on Energy and
Natural Resources shall report changes in laws
within its jurisdiction that provide direct spend-
ing to reduce outlays $354,000,000 in fiscal year
1996, $4,292,000,000 for the period of fiscal years
1996 through 2000, and $4,001,000,000 for the pe-
riod of fiscal years 1996 through 2002.

(F) COMMITTEE ON ENVIRONMENT AND PUBLIC
WORKS.—The Senate Committee on Environment
and Public Works shall report changes in laws
within its jurisdiction that provide direct spend-
ing to reduce outlays $118,000,000 in fiscal year
1996, $1,308,000,000 for the period of fiscal years
1996 through 2000, and $2,250,000,000 for the pe-
riod of fiscal years 1996 through 2002.

(G) COMMITTEE ON FINANCE.—(i) The Senate
Committee on Finance shall report changes in
laws within its jurisdiction that provide direct
spending to reduce outlays $15,328,000,000 in fis-
cal year 1996, $272,974,000,000 for the period of
fiscal years 1996 through 2000, and
$530,359,000,000 for the period of fiscal years
1996 through 2002.

(ii) The Senate Committee on Finance shall re-
port changes in laws to increase the statutory
limit on the public debt to not more than
$5,500,000,000,000.

(H) COMMITTEE ON GOVERNMENTAL AFFAIRS.—
The Senate Committee on Governmental Affairs
shall report changes in laws within its jurisdic-
tion to reduce the deficit $524,000,000 in fiscal

year 1996, $5,357,000,000 for the period of fiscal
years 1996 through 2000, and $9,844,000,000 for
the period of fiscal years 1996 through 2002.

(I) COMMITTEE ON THE JUDICIARY.—The Sen-
ate Committee on the Judiciary shall report
changes in laws within its jurisdiction that pro-
vide direct spending to reduce outlays $0 in fis-
cal year 1996, $238,000,000 for the period of fiscal
years 1996 through 2000, and $476,000,000 for the
period of fiscal years 1996 through 2002.

(J) COMMITTEE ON LABOR AND HUMAN RE-
SOURCES.—The Senate Committee on Labor and
Human Resources shall report changes in laws
within its jurisdiction that provide direct spend-
ing to reduce outlays $809,000,000 in fiscal year
1996, $6,956,000,000 for the period of fiscal years
1996 through 2000, and $10,779,000,000 for the pe-
riod of fiscal years 1996 through 2002.

(K) COMMITTEE ON VETERANS’ AFFAIRS.—The
Senate Committee on Veterans’ Affairs shall re-
port changes in laws within its jurisdiction that
provide direct spending to reduce outlays
$274,000,000 in fiscal year 1996, $3,614,000,000 for
the period of fiscal years 1996 through 2000, and
$6,392,000,000 for the period of fiscal years 1996
through 2002.

(2) HOUSE COMMITTEES.—
(A) GENERAL RULES.—(i) Not later than Sep-

tember 22, 1995, the House committees named in
clauses (i) through (xii) of subparagraph (B)
shall submit their recommendations to the House
Committee on the Budget. After receiving those
recommendations, the House Committee on the
Budget shall report to the House a reconcili-
ation bill carrying out all such recommendations
without any substantive revision.

(ii) Each committee named in clauses (i)
through (xi) of subparagraph (B) shall report
changes in laws within its jurisdiction that pro-
vide direct spending such that the total level of
direct spending for that committee for—

(I) fiscal year 1996,
(II) the 5-year period beginning with fiscal

year 1996 and ending with fiscal year 2000, and
(III) the 7-year period beginning with fiscal

year 1996 and ending with fiscal year 2002,
does not exceed the total level of direct spending
in that period in the clause applicable to that
committee.

(iii) Each committee named in clauses (i)(II),
(iv)(II), (v)(II), and (vi)(II) of subparagraph (B)
shall report changes in laws within its jurisdic-
tion as set forth in the clause applicable to that
committee.

(iv) The Committee on Ways and Means shall
carry out subparagraph (B)(xii).

(B) COMMITTEE AMOUNTS.—(i)(I) The House
Committee on Agriculture: $10,506,000,000 in out-
lays in fiscal year 1996, $44,741,000,000 in out-
lays in fiscal years 1996 through 2000, and
$59,232,000,000 in outlays in fiscal years 1996
through 2002.

(II) In addition to the changes in law reported
pursuant to subclause (I), the House Committee
on Agriculture shall report changes in laws
within its jurisdiction that provide direct spend-
ing (other than that defined within subpara-
graph (A) or (B) of section 250(c)(8) of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985) such that the total level of direct
spending (as so defined) for that committee does
not exceed: $26,748,000,000 in outlays in fiscal
year 1996, $133,246,000,000 in outlays in fiscal
years 1996 through 2000, and $192,270,000,000 in
outlays in fiscal years 1996 through 2002.

(ii) The House Committee on Banking and Fi-
nancial Services: ¥$13,087,000,000 in outlays in
fiscal year 1996, ¥$50,061,000,000 in outlays in
fiscal years 1996 through 2000, and
¥$65,112,000,000 in outlays in fiscal years 1996
through 2002.

(iii) The House Committee on Commerce:
$285,537,000,000 in outlays in fiscal year 1996,
$1,592,240,000,000 in outlays in fiscal years 1996
through 2000, and $2,361,708,000,000 in outlays
in fiscal years 1996 through 2002.

(iv)(I) The House Committee on Economic and
Educational Opportunities: $16,026,000,000 in

outlays in fiscal year 1996, $77,346,000,000 in
outlays in fiscal years 1996 through 2000, and
$110,936,000,000 in outlays in fiscal years 1996
through 2002.

(II) In addition to changes in law reported
pursuant to subclause (I), the House Committee
on Economic and Educational Opportunities
shall report program changes in laws within its
jurisdiction that would result in a reduction in
outlays as follows: ¥$720,000,000 in fiscal year
1996, ¥$5,810,000,000 in fiscal years 1996
through 2000, and ¥$8,770,000,000 in fiscal years
1996 through 2002.

(v)(I) The House Committee on Government
Reform and Oversight: $57,743,000,000 in outlays
in fiscal year 1996, $310,364,000,000 in outlays in
fiscal years 1996 through 2000, and
$449,583,000,000 in outlays in fiscal years 1996
through 2002.

(II) In addition to changes in law reported
pursuant to subclause (I), the House Committee
on Government Reform and Oversight shall re-
port changes in laws within its jurisdiction that
would reduce the deficit by: $85,000,000 in fiscal
year 1996, $775,000,000 in fiscal years 1996
through 2000, and $1,127,000,000 in fiscal years
1996 through 2002.

(vi)(I) The House Committee on International
Relations: $14,243,000,000 in outlays in fiscal
year 1996, $62,072,000,000 in outlays in fiscal
years 1996 through 2000, and $83,221,000,000 in
outlays in fiscal years 1996 through 2002.

(II) In addition to changes in law reported
pursuant to subclause (I), the House Committee
on International Relations shall report changes
in laws within its jurisdiction that would reduce
the deficit by: $1,000,000 in fiscal year 1996,
$14,000,000 in fiscal years 1996 through 2000, and
$22,000,000 in fiscal years 1996 through 2002.

(vii) The House Committee on the Judiciary:
$2,580,000,000 in outlays in fiscal year 1996,
$13,734,000,000 in outlays in fiscal years 1996
through 2000, and $19,530,000,000 in outlays in
fiscal years 1996 through 2002.

(viii) The House Committee on National Secu-
rity: $39,601,000,000 in outlays in fiscal year
1996, $226,931,000,000 in outlays in fiscal years
1996 through 2000, and $331,210,000,000 in out-
lays in fiscal years 1996 through 2002.

(ix) The House Committee on Resources:
$1,535,000,000 in outlays in fiscal year 1996,
$7,816,000,000 in outlays in fiscal years 1996
through 2000, and $12,871,000,000 in outlays in
fiscal years 1996 through 2002.

(x) The House Committee on Transportation
and Infrastructure: $16,615,000,000 in outlays in
fiscal year 1996, $83,070,000,000 in outlays in fis-
cal years 1996 through 2000, and $116,811,000,000
in outlays in fiscal years 1996 through 2002.

(xi) The House Committee on Veterans’ Af-
fairs: $19,041,000,000 in outlays in fiscal year
1996, $106,163,000,000 in outlays in fiscal years
1996 through 2000, and $154,864,000,000 in out-
lays in fiscal years 1996 through 2002.

(xii)(I) The House Committee on Ways and
Means shall report changes in laws within its
jurisdiction that provide direct spending such
that the total level of direct spending for that
committee for—

(aa) fiscal year 1996,
(bb) the 5-year period beginning with fiscal

year 1996 and ending with fiscal year 2000, and
(cc) the 7-year period beginning with fiscal

year 1996 and ending with fiscal year 2002,

does not exceed the following level in that pe-
riod: $349,172,000,000 in outlays in fiscal year
1996, $2,010,751,000,000 in outlays in fiscal years
1996 through 2000, and $3,002,706,000,000 in out-
lays in fiscal years 1996 through 2002.

(II) The House Committee on Ways and
Means shall report changes in laws within its
jurisdiction such that the total level of revenues
for that committee for fiscal year 2000 is not less
than $1,304,215,000,000 and for fiscal years 1996
through 2002 is not less than $17,938,254,000,000.

(III) The House Committee on Ways and
Means shall report changes in laws to increase
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the statutory limit on the public debt to not
more than $5,500,000,000,000.

(C) DEFINITION.—For purposes of this para-
graph, the term ‘‘direct spending’’ has the
meaning given to such term in section 250(c)(8)
of the Balanced Budget and Emergency Deficit
Control Act of 1985.

(b) RECONCILIATION OF REVENUE REDUCTIONS
IN THE SENATE.—

(1) CERTIFICATION.—In the Senate, upon the
certification pursuant to section 205(a) of this
resolution, the Senate Committee on Finance
shall submit its recommendations pursuant to
paragraph (2) to the Senate Committee on the
Budget. After receiving those recommendations,
the Committee on the Budget shall add these
recommendations to the recommendations sub-
mitted pursuant to subsection (a) and report a
reconciliation bill carrying out all such rec-
ommendations without any substantive revision.

(2) COMMITTEE ON FINANCE.—Not later than
five days after the certification made pursuant
to section 205(a), the Senate Committee on Fi-
nance shall report changes in laws within its ju-
risdiction necessary to reduce revenues by not
more than $50,000,000,000 in fiscal year 2002 and
$245,000,000,000 for the period of fiscal years
1996 through 2002.

TITLE II—BUDGETARY RESTRAINTS AND
RULEMAKING

SEC. 201. DISCRETIONARY SPENDING LIMITS.
(a) DEFINITION.—As used in this section and

for the purposes of allocations made pursuant to
section 302(a) or 602(a) of the Congressional
Budget Act of 1974, for the discretionary cat-
egory, the term ‘‘discretionary spending limit’’
means—

(1) with respect to fiscal year 1996—
(A) for the defense category $265,406,000,000 in

new budget authority and $264,043,000,000 in
outlays; and

(B) for the nondefense category
$219,668,000,000 in new budget authority and
$267,725,000,000 in outlays;

(2) with respect to fiscal year 1997—
(A) for the defense category $267,962,000,000 in

new budget authority and $265,734,000,000 in
outlays; and

(B) for the nondefense category
$214,468,000,000 in new budget authority and
$254,561,000,000 in outlays;

(3) with respect to fiscal year 1998—
(A) for the defense category $269,731,000,000 in

new budget authority and $264,531,000,000 in
outlays; and

(B) for the nondefense category
$220,961,000,000 in new budget authority and
$248,101,000,000 in outlays;

(4) with respect to fiscal year 1999, for the dis-
cretionary category $482,207,000,000 in new
budget authority and $510,482,000,000 in out-
lays;

(5) with respect to fiscal year 2000, for the dis-
cretionary category $489,379,000,000 in new
budget authority and $514,234,000,000 in out-
lays;

(6) with respect to fiscal year 2001, for the dis-
cretionary category $496,601,000,000 in new
budget authority and $516,403,000,000 in out-
lays; and

(7) with respect to fiscal year 2002, for the dis-
cretionary category $498,837,000,000 in new
budget authority and $515,075,000,000 in out-
lays;
as adjusted for changes in concepts and defini-
tions and emergency appropriations.

(b) POINT OF ORDER IN THE SENATE.—
(1) IN GENERAL.—Except as provided in para-

graph (2), it shall not be in order in the Senate
to consider—

(A) any concurrent resolution on the budget
for fiscal year 1996, 1997, or 1998 (or amendment,
motion, or conference report on such a resolu-
tion) that provides discretionary spending in ex-
cess of the sum of the defense and nondefense
discretionary spending limits for such fiscal
year;

(B) any concurrent resolution on the budget
for fiscal years 1999, 2000, 2001, or 2002 (or
amendment, motion, or conference report on
such a resolution) that provides discretionary
spending in excess of the discretionary spending
limit for such fiscal year; or

(C) any appropriations bill or resolution (or
amendment, motion, or conference report on
such appropriations bill or resolution) for fiscal
year 1995, 1996, 1997, 1998, 1999, 2000, 2001, or
2002 that would exceed any of the discretionary
spending limits in this section or suballocations
of those limits made pursuant to section 602(b)
of the Congressional Budget Act of 1974.

(2) EXCEPTION.—
(A) IN GENERAL.—This section shall not apply

if a declaration of war by the Congress is in ef-
fect or if a joint resolution pursuant to section
258 of the Balanced Budget and Emergency Def-
icit Control Act of 1985 has been enacted.

(B) ENFORCEMENT OF DISCRETIONARY LIM-
ITS.—Paragraph (1)(A) and the application of
paragraph (1)(B) to fiscal years 1997 through
2002 shall not take effect until the enactment of
a reconciliation bill pursuant to section 105 of
this resolution.

(c) WAIVER.—This section may be waived or
suspended in the Senate only by the affirmative
vote of three-fifths of the Members, duly chosen
and sworn.

(d) APPEALS.—Appeals in the Senate from the
decisions of the Chair relating to any provision
of this section shall be limited to 1 hour, to be
equally divided between, and controlled by, the
appellant and the manager of the concurrent
resolution, bill, or joint resolution, as the case
may be. An affirmative vote of three-fifths of the
Members of the Senate, duly chosen and sworn,
shall be required in the Senate to sustain an ap-
peal of the ruling of the Chair on a point of
order raised under this section.

(e) DETERMINATION OF BUDGET LEVELS.—For
purposes of this section, the levels of new budget
authority, outlays, new entitlement authority,
and revenues for a fiscal year shall be deter-
mined on the basis of estimates made by the
Committee on the Budget of the Senate.
SEC. 202. EXTENSION OF PAY-AS-YOU-GO POINT

OF ORDER.
(a) PURPOSE.—The Senate declares that it is

essential to—
(1) ensure continued compliance with the bal-

anced budget plan set forth in this resolution;
and

(2) continue the pay-as-you-go enforcement
system.

(b) POINT OF ORDER.—
(1) IN GENERAL.—It shall not be in order in the

Senate to consider any direct spending or reve-
nue legislation that would increase the deficit
for any one of the three applicable time periods
as measured in paragraphs (5) and (6).

(2) APPLICABLE TIME PERIODS.—For purposes
of this subsection the term ‘‘applicable time pe-
riod’’ means any one of the three following peri-
ods:

(A) The first year covered by the most recently
adopted concurrent resolution on the budget.

(B) The period of the first five fiscal years
covered by the most recently adopted concurrent
resolution on the budget.

(C) The period of the five fiscal years follow-
ing the first five fiscal years covered in the most
recently adopted concurrent resolution on the
budget.

(3) DIRECT-SPENDING LEGISLATION.—For pur-
poses of this subsection and except as provided
in paragraph (4), the term ‘‘direct-spending leg-
islation’’ means any bill, joint resolution,
amendment, motion, or conference report that
affects direct spending as that term is defined by
and interpreted for purposes of the Balanced
Budget and Emergency Deficit Control Act of
1985.

(4) EXCLUSION.—For purposes of this sub-
section, the terms ‘‘direct-spending legislation’’
and ‘‘revenue legislation’’ do not include—

(A) any concurrent resolution on the budget;
or

(B) any provision of legislation that affects
the full funding of, and continuation of, the de-
posit insurance guarantee commitment in effect
on the date of enactment of the Budget Enforce-
ment Act of 1990.

(5) BASELINE.—Estimates prepared pursuant
to this section shall—

(A) use the baseline used for the most recently
adopted concurrent resolution on the budget;
and

(B) be calculated under the requirements of
subsections (b) through (d) of section 257 of the
Balanced Budget and Emergency Deficit Con-
trol Act of 1985 for fiscal years beyond those
covered by that concurrent resolution on the
budget.

(6) PRIOR SURPLUS.—If direct spending or rev-
enue legislation increases the deficit when taken
individually, then it must also increase the defi-
cit when taken together with all direct spending
and revenue legislation enacted since the begin-
ning of the calendar year not accounted for in
the baseline under paragraph (5)(A), except that
the direct spending or revenue effects resulting
from legislation enacted pursuant to the rec-
onciliation instructions included in that concur-
rent resolution on the budget shall not be avail-
able.

(c) WAIVER.—This section may be waived or
suspended in the Senate only by the affirmative
vote of three-fifths of the Members, duly chosen
and sworn.

(d) APPEALS.—Appeals in the Senate from the
decisions of the Chair relating to any provision
of this section shall be limited to 1 hour, to be
equally divided between, and controlled by, the
appellant and the manager of the bill or joint
resolution, as the case may be. An affirmative
vote of three-fifths of the Members of the Sen-
ate, duly chosen and sworn, shall be required in
the Senate to sustain an appeal of the ruling of
the Chair on a point of order raised under this
section.

(e) DETERMINATION OF BUDGET LEVELS.—For
purposes of this section, the levels of new budget
authority, outlays, and revenues for a fiscal
year shall be determined on the basis of esti-
mates made by the Committee on the Budget of
the Senate.

(f) CONFORMING AMENDMENT.—Section 23 of
House Concurrent Resolution 218 (103d Con-
gress) is repealed.

(g) SUNSET.—Subsections (a) through (e) of
this section shall expire September 30, 2002.
SEC. 203. TAX RESERVE FUND IN THE SENATE.

(a) IN GENERAL.—In the Senate, on or after
October 1, 1995, revenue and spending aggre-
gates shall be reduced and allocations may be
revised for legislation that reduces revenues
within a committee’s jurisdiction if such a com-
mittee or the committee of conference on such
legislation reports such legislation, if, to the ex-
tent that the costs of such legislation are not in-
cluded in this concurrent resolution on the
budget, the enactment of such legislation will
not increase the deficit in this resolution for—

(1) fiscal year 1996;
(2) the period of fiscal years 1996 through

2000; or
(3) the period of fiscal years 2001 through

2005.
(b) REVISED ALLOCATIONS.—Upon the report-

ing of legislation pursuant to subsection (a),
and again upon the submission of a conference
report on such legislation (if a conference report
is submitted), the Chairman of the Committee on
the Budget of the Senate may file with the Sen-
ate appropriately revised allocations under sec-
tions 302(a) and 602(a) of the Congressional
Budget Act of 1974 and revised functional levels
and aggregates to carry out this section. These
revised allocations, functional levels, and aggre-
gates shall be considered for the purposes of the
Congressional Budget Act of 1974 as allocations,
functional levels, and aggregates contained in
this concurrent resolution on the budget.

(c) REPORTING REVISED ALLOCATIONS.—The
appropriate committee shall report appropriately
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revised allocations pursuant to sections 302(b)
and 602(b) of the Congressional Budget Act of
1974 to carry out this section.
SEC. 204. WELFARE REFORM RESERVE FUND.

(a) IN GENERAL.—
(1) DIRECT SPENDING.—In the Senate and the

House of Representatives, budget authority and
outlays, and (in the House) entitlement author-
ity, allocated to a committee may be revised,
pursuant to subsection (b)(1), for legislation in
that committee’s jurisdiction that has the effect
of reducing direct spending for a welfare pro-
gram and authorizes an increase in discre-
tionary spending for that welfare program, if
that committee reports such legislation.

(2) DISCRETIONARY SPENDING.—In the Senate
and the House of Representatives, budget au-
thority and outlays allocated to the Committee
on Appropriations, and (in the Senate) the dis-
cretionary spending limits in section 201 of this
resolution, may be increased, pursuant to sub-
section (b)(2), for an appropriation measure that
provides new discretionary budget authority for
a welfare program pursuant to authority pro-
vided in legislation described in paragraph (1),
if the Committee on Appropriations reports such
an appropriation measure.

(b) REVISED ALLOCATIONS.—
(1) DIRECT SPENDING.—Upon reporting of leg-

islation pursuant to subsection (a)(1) and again
upon submission of a conference report on such
legislation, the chairman of the Committee on
the Budget of the House or Senate (whichever is
appropriate) may submit to that House revised
allocations under sections 302(a) and 602(a) of
the Congressional Budget Act of 1974 to carry
out this section. Such revised allocations shall
be considered for the purposes of the Congres-
sional Budget Act of 1974 to be the allocations
under this concurrent budget resolution. In the
Senate, the revision shall reflect that amount of
the direct spending savings estimated to result
from such legislation to the extent they exceed
the savings assumed in this concurrent resolu-
tion on the budget.

(2) DISCRETIONARY SPENDING.—Upon reporting
of legislation pursuant to subsection (a)(2) and
again upon the submission of a conference re-
port on such legislation, the chairman of the
Committee on the Budget of the House or Senate
(whichever is appropriate) may submit to that
House revised allocations under sections 302(a)
and 602(a) of the Congressional Budget Act of
1974 and revised discretionary spending limits.
The revision shall reflect that amount of the
new discretionary budget authority provided for
the welfare program up to the level authorized
in the legislation reported pursuant to sub-
section (a)(1), except that the budget authority
and outlay revisions shall not exceed the adjust-
ments made pursuant to paragraph (1) for that
welfare program. Such revised allocations and
discretionary spending limits shall be consid-
ered, for the purposes of the Congressional
Budget Act of 1974, to be the allocations and
spending limits under this concurrent resolution
on the budget.

(c) COMMITTEE ON APPROPRIATIONS.—The
Committees on Appropriations may report ap-
propriately revised suballocations pursuant to
sections 302(b)(1) and 602(b)(1) of the Congres-
sional Budget Act of 1974 following the revision
of the allocations pursuant to subsection (b)(2),
to carry out this section.
SEC. 205. BUDGET SURPLUS ALLOWANCE.

(a) CBO CERTIFICATION OF LEGISLATIVE SUB-
MISSIONS.—

(1) SUBMISSION OF LEGISLATION.—Upon the
submission of legislative recommendations pur-
suant to section 105(a) and prior to the submis-
sion of a conference report on legislation re-
ported pursuant to section 105, the chairman of
the Committee on the Budget of the Senate and
the House of Representatives (as the case may
be) shall submit such recommendations to the
Congressional Budget Office.

(2) BASIS OF ESTIMATES.—For the purposes of
preparing an estimate pursuant to this sub-

section, the Congressional Budget Office shall
include the budgetary impact of all legislation
enacted to date, use the economic and technical
assumptions underlying this resolution, and as-
sume compliance with the total discretionary
spending levels assumed in this resolution unless
superseded by law.

(3) ESTIMATE OF LEGISLATION.—The Congres-
sional Budget Office shall provide an estimate
to the Chairman of the Budget Committee of the
Senate and the House of Representatives (as the
case may be) and certify whether the legislative
recommendations would balance the total budg-
et by fiscal year 2002.

(4) CERTIFICATION.—If the Congressional
Budget Office certifies that such legislative rec-
ommendations would balance the total budget
by fiscal year 2002, the Chairman shall submit
such certification in his respective House.

(b) PROCEDURE IN THE SENATE.—
(1) ADJUSTMENTS.—For the purposes of points

of order under the Congressional Budget Act of
1974 and this concurrent resolution on the budg-
et, the appropriate budgetary allocations and
aggregates shall be revised to be consistent with
the instructions set forth in section 105(b) for
legislation that reduces revenues by providing
family tax relief and incentives to stimulate sav-
ings, investment, job creation, and economic
growth.

(2) REVISED AGGREGATES.—Upon the reporting
of legislation pursuant to section 105(b) and
again upon the submission of a conference re-
port on such legislation, the Chairman of the
Committee on the Budget of the Senate shall
submit appropriately revised budgetary alloca-
tions and aggregates.

(3) EFFECT OF REVISED ALLOCATIONS AND AG-
GREGATES.—Revised allocations and aggregates
submitted under paragraph (2) shall be consid-
ered for the purposes of the Congressional
Budget Act of 1974 as allocations and aggregates
contained in this resolution.

(c) CONTINGENCIES.—This section shall not
apply unless the reconciliation legislation—

(1) complies with the sum of the reconciliation
directives for the period of fiscal years 1996
through 2002 provided in section 105(a); and

(2) would balance the total budget for fiscal
year 2002 and the period of fiscal years 2002
through 2005.

(d) DEFINITIONS.—For the purposes of this
section, the term ‘‘balance the total budget’’
means total outlays are less than or equal to
total revenues for a fiscal year or a period of fis-
cal years.
SEC. 206. SALE OF GOVERNMENT ASSETS.

(a) SENSE OF THE CONGRESS.—It is the sense of
the Congress that—

(1) the prohibition on scoring asset sales has
discouraged the sale of assets that can be better
managed by the private sector and generate re-
ceipts to reduce the Federal budget deficit;

(2) the President’s fiscal year 1996 budget in-
cluded $8,000,000,000 in receipts from asset sales
and proposed a change in the asset sale scoring
rule to allow the proceeds from these sales to be
scored;

(3) assets should not be sold if such sale would
increase the budget deficit over the long run;
and

(4) the asset sale scoring prohibition should be
repealed and consideration should be given to
replacing it with a methodology that takes into
account the long-term budgetary impact of asset
sales.

(b) BUDGETARY TREATMENT.—For purposes of
any concurrent resolution on the budget and
the Congressional Budget Act of 1974, the
amounts realized from sales of assets shall be
scored with respect to the level of budget au-
thority, outlays, or revenues.

(c) DEFINITIONS.—For purposes of this section,
the term ‘‘sale of an asset’’ shall have the same
meaning as under section 250(c)(21) of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985.

(d) TREATMENT OF LOAN ASSETS.—For the
purposes of this section, the sale of loan assets
or the prepayment of a loan shall be governed
by the terms of the Federal Credit Reform Act of
1990.
SEC. 207. CREDIT REFORM AND DIRECT STUDENT

LOANS.

For the purposes of any concurrent resolution
on the budget and the Congressional Budget Act
of 1974, the cost of a direct loan under the Fed-
eral direct student loan program shall be the net
present value, at the time when the direct loan
is disbursed, of the following cash flows for the
estimated life of the loan:

(1) Loan disbursements.
(2) Repayments of principal.
(3) Payments of interest and other payments

by or to the Government over the life of the loan
after adjusting for estimated defaults, prepay-
ments, fees, penalties, and other recoveries.

(4) Direct expenses, including—
(A) activities related to credit extension, loan

origination, loan servicing, management of con-
tractors, and payments to contractors, other
government entities, and program participants;

(B) collection of delinquent loans; and
(C) writeoff and closeout of loans.

SEC. 208. EXTENSION OF BUDGET ACT 60-VOTE
ENFORCEMENT THROUGH 2002.

Notwithstanding section 275(b) of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 (as amended by sections 13112(b) and
13208(b)(3) of the Budget Enforcement Act of
1990), the second sentence of section 904(c) of
the Congressional Budget Act of 1974 (except in-
sofar as it relates to section 313 of that Act) and
the final sentence of section 904(d) of that Act
(except insofar as it relates to section 313 of that
Act) shall continue to have effect as rules of the
Senate through (but no later than) September
30, 2002.
SEC. 209. REPEAL OF IRS ALLOWANCE.

Section 25 of House Concurrent Resolution 218
(103d Congress, 2d Session) is repealed.
SEC. 210. TAX REDUCTION CONTINGENT ON BAL-

ANCED BUDGET IN THE HOUSE OF
REPRESENTATIVES

(a) ESTIMATES AND CERTIFICATION.—
(1) ESTIMATES.—Upon reporting a reconcili-

ation bill to carry out this resolution, the chair-
man of the Committee on the Budget of the
House shall submit such legislation to the Direc-
tor of the Congressional Budget Office (herein-
after in this section referred to as the ‘‘Direc-
tor’’). The Director shall provide an estimate of
whether the enactment of the bill, as reported,
would result in a balanced total budget by fiscal
year 2002.

(2) CERTIFICATION.—(A) If the enactment of
the bill as estimated by the Director would so
balance the budget, the chairman of the Com-
mittee on the Budget is authorized to so certify.

(B) If the enactment of the bill as estimated by
the Director would not so balance the budget,
the chairman of the Committee on the Budget
shall notify the chairman of the Committee on
Rules. The Committee on Rules may recommend
to the House a resolution providing for the con-
sideration of an amendment in the nature of a
substitute consisting of the text of the reconcili-
ation bill reported by the Committee on the
Budget, modified by amendments to achieve a
balanced budget by fiscal year 2002 and amend-
ments described in section 310(d) of the Congres-
sional Budget Act of 1974, as an original bill for
purposes of amendment.

(C) If the Committee on Rules so recommends,
the chairman of the Committee on the Budget
shall submit the substitute text to the Director,
who shall provide an estimate of whether the
substitute text would balance the total budget
by fiscal year 2002. If the enactment of the bill
as estimated by the Director would so balance
the budget, the chairman of the Committee on
the Budget is authorized to so certify.
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(3) BASIS OF ESTIMATE.—In preparing any es-

timate under this section, the Director shall in-
clude the budgetary impact of all legislation en-
acted through the date of submission of that es-
timate and of all legislation incorporated by ref-
erence in the reconciliation bill, use the eco-
nomic and technical assumptions underlying
this resolution, assume compliance with the
total discretionary levels assumed in this resolu-
tion unless superseded by law, and include
changes in outlays and revenues estimated to
result from the economic impact of balancing
the budget by fiscal year 2002 as estimated by
the Congressional Budget Office in Table B-4 in
Appendix B of its Analysis of the President’s
Budgetary Proposals for Fiscal Year 1996.

(b) PROCEDURE IN THE HOUSE OF REPRESENTA-
TIVES.—

(1) ADJUSTMENTS.—Upon certification by the
chairman of the Committee on the Budget of the
House under subsection (a), the chairman shall
submit a report to the House that revises the ap-
propriate budgetary allocations, aggregates, and
totals to be consistent with the instructions set
forth in section 105(a)(2)(B)(xii)(II).

(2) EFFECT OF REVISED ALLOCATIONS, AGGRE-
GATES, AND TOTALS.—In the House of Represent-
atives, revised allocations, aggregates, and to-
tals submitted under paragraph (1) shall be
deemed as the allocations, aggregates, and to-
tals contained in this resolution for all purposes
under the Congressional Budget Act of 1974.

(3) STATEMENT REGARDING POINT OF ORDER.—
If the chairman of the House Committee on the
Budget does not certify a balanced budget by
2002, then the reconciliation bill to carry out
this resolution would be subject to a point of
order under the Congressional Budget Act of
1974.
SEC. 211. EXERCISE OF RULEMAKING POWERS.

The Congress adopts the provisions of this
title—

(1) as an exercise of the rulemaking power of
the Senate and the House of Representatives, re-
spectively, and as such they shall be considered
as part of the rules of each House, or of that
House to which they specifically apply, and
such rules shall supersede other rules only to
the extent that they are inconsistent therewith;
and

(2) with full recognition of the constitutional
right of either House to change those rules (so
far as they relate to that House) at any time, in
the same manner, and to the same extent as in
the case of any other rule of that House.
TITLE III—SENSE OF THE CONGRESS,

HOUSE OF REPRESENTATIVES, AND
SENATE

SEC. 301. SENSE OF THE CONGRESS ON THE
ELIMINATION OF FRAUD, WASTE,
AND ABUSE IN THE MEDICARE SYS-
TEM.

It is the sense of the Congress that, in order
to meet the aggregate levels in this budget reso-
lution—

(1) the committees of jurisdiction should give
high priority to proposals that identify, elimi-
nate, and recover funds expended from the med-
icare trust funds due to fraud and abuse in the
medicare program in order to address the long-
term solvency of medicare; and

(2) any funds recovered from enhanced anti-
fraud and abuse efforts should be used to en-
hance the solvency of medicare.
SEC. 302. SENSE OF CONGRESS REGARDING PRI-

VATIZATION OF THE STUDENT LOAN
MARKETING ASSOCIATION (SALLIE
MAE).

It is the sense of that the Student Loan Mar-
keting Association should be restructured as a
private corporation.
SEC. 303. SENSE OF THE CONGRESS REGARDING

THE DEBT LIMIT.
It is the sense of the Congress that—
(1) the reconciliation legislation under section

105 of this budget resolution should be enacted
prior to passage of legislation that will extend
the public debt limit; and

(2) the extension of the public debt should be
set at levels and for durations that ensure a bal-
anced budget by fiscal year 2002, consistent with
this budget resolution.
SEC. 304. SENSE OF THE CONGRESS ASSUMP-

TIONS.
It is the sense of the Congress that the aggre-

gates and functional levels included in this
budget resolution assume that—

(1) Federal programs should be restructured to
meet identified priorities in the most effective
and efficient manner, to eliminate obsolete pro-
grams, and to reduce duplication;

(2) Federal programs should be reviewed to de-
termine whether they are more appropriately
the responsibility of the States and, for pro-
grams that should be under State responsibility,
that—

(A) Federal funding of these programs should
be provided in a manner that rewards work,
promotes families, and provides a helping hand
during times of crisis;

(B) the programs should be returned in the
form of block grants that provide maximum
flexibility to the States and localities to ensure
the maximum benefit at the least cost to the
American taxpayer;

(C) Federal funds should not supplant exist-
ing expenditures by other sources, both public
and private; and

(D) the Federal interest in the program should
be protected with adequate safeguards, such as
auditing or maintenance of effort provisions,
and that Federal goals and principles may be
appropriate;

(3) Congress should examine Federal functions
to determine those that could be more conven-
iently, efficiently, and effectively performed by
the private sector and, in order to facilitate the
privatization of these functions—

(A) provisions of law that prohibit or ‘‘lock-
out’’ the private sector from competing for the
provision of certain services should be elimi-
nated;

(B) section 257(e) of the Balanced Budget and
Emergency Deficit Control Act of 1985 should be
repealed or modified to permit the sale of assets
when appropriate to privatization goals;

(C) each Federal agency and department
should be encouraged to develop and evaluate
privatization initiatives; and

(D) the ‘‘Common Rule’’, modified by Execu-
tive Order 12803, should be modified to delete
grant repayment provisions which restrict local
governments and prevent private sector invest-
ments in Federal-aid facilities;

(4) Congress, in fulfilling its responsibility to
future generations, should—

(A) enact a plan that balances the budget by
2002 and develop a regimen for paying off the
Federal debt; and

(B) once the budget is in balance, use the sur-
pluses to implement that regimen;

(5) in considering child nutrition programs—
(A) reductions in nutrition program spending

should be achieved without compromising the
nutritional well-being of program recipients;

(B) school lunches should continue to meet
minimal nutrition requirements and should not
have to compete with alternative foods of mini-
mal nutritional value during lunch hours; and

(C) the content of the Women, Infants, and
Children (WIC) food package should continue to
be based on scientific evidence; and

(6) science and technology development are
critical to sustainable long-term economic
growth and priority should be given to Federal
funding for science and basic and applied re-
search.
SEC. 305. SENSE OF THE SENATE THAT TAX RE-

DUCTIONS SHOULD BENEFIT WORK-
ING FAMILIES.

It is the sense of the Senate that this concur-
rent resolution on the budget assumes any re-
ductions in taxes should be structured to benefit
working families by providing family tax relief
and incentives to stimulate savings, investment,
job creation, and economic growth.

SEC. 306. SENSE OF THE SENATE ON THE DIS-
TRIBUTION OF AGRICULTURE SAV-
INGS.

It is the sense of the Senate that, in response
to the reconciliation instructions in section 105
of this resolution, the Senate Committee on Ag-
riculture, Nutrition, and Forestry should pro-
vide that no more than 20 percent of the savings
be achieved in commodity programs.
SEC. 307. SENSE OF THE SENATE ON THE ESTAB-

LISHMENT OF A MEDICARE SOL-
VENCY COMMISSION.

It is the sense of the Senate that, in order to
meet the aggregates and levels in this budget
resolution—

(1) a special bipartisan commission should be
established immediately to make recommenda-
tions on the most appropriate response to the
short-term solvency crisis facing medicare;

(2) the commission should report its rec-
ommendations under paragraph (1) at the earli-
est possible date, in order that the committees of
jurisdiction may give due consideration to those
recommendations in fashioning their response
pursuant to section 105 of this resolution; and

(3) the commission should study, evaluate,
and make recommendations to sustain the long-
term viability of the medicare system and should
report those recommendations to Congress by
February 1, 1996.
SEC. 308. SENSE OF THE SENATE REGARDING

PROTECTION OF CHILDREN’S
HEALTH.

It is the sense of the Senate that, in meeting
the aggregates and levels in this resolution, the
committees of jurisdiction of the Senate—

(1) should give careful consideration to the
impact of medicaid reform legislation on chil-
dren’s health; and

(2) should encourage States to place a priority
on funding for low–income pregnant women and
children within any medicaid reform legislation
that allows greater flexibility to the States in
the delivery of care and in controlling the rate
of growth in costs under the program.
SEC. 309. SENSE OF THE SENATE ON THE AS-

SUMPTIONS.
It is the sense of the Senate that the aggre-

gates and functional levels included in this
budget resolution assume that—

(1) beginning with fiscal year 1997, the Fed-
eral government should establish, implement,
and maintain a uniform accounting system and
provide financial statements in accordance with
accepted accounting principles under standards
and interpretations recommended by the Federal
Accounting Standards Advisory Board;

(2) Congress should revise the Internal Reve-
nue Code to ensure that very wealthy individ-
uals are not able to reduce or avoid United
States income, estate or gift tax liability by re-
linquishing their U.S. citizenship and, that, any
savings resulting from this revision should be
used to reduce the deficit;

(3) in furtherance of the goals of the Decade
of the Brain, full funding should be provided for
research on brain diseases and disorders;

(4) the essential air service program should re-
ceive sufficient funding to continue to provide
air service to small rural communities;

(5) funds will be made available to reimburse
States for the costs of implementing the National
Voter Registration Act of 1993; and

(6) a temporary nonpartisan commission
should be established to make recommendations
concerning the appropriateness and accuracy of
the methodology and calculations that deter-
mine the Consumer Price Index (CPI) and those
recommendations should be submitted to the Bu-
reau of Labor Statistics at the earliest possible
date.
SEC. 310. HOUSE STATEMENT ON AGRICULTURE

SAVINGS.
The House of Representatives shall re-examine

budget reductions for agricultural programs in
the United States Department of Agriculture for
fiscal years 1999 and 2000 unless the following
conditions are met:
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(1) Land values on agricultural land on Janu-

ary 1, 1998, are at least 95 percent of the same
values on the date of adoption of this resolu-
tion.

(2) There is enacted into law regulatory relief
for the agricultural sector in the areas of wet-
lands regulation, the Endangered Species Act,
private property rights and cost-benefit analyses
of proposed regulations.

(3) There is tax relief for producers in the form
of capital gains tax reduction, increased estate
tax exemptions and mechanisms to average tax
loads over strong and weak income years.

(4) There is no government interference in the
international market in the form of agricultural
trade embargoes in effect and there is successful
implementation and enforcement of trade agree-
ments, including the General Agreement on Tar-
iffs and Trade (GATT) and the North American
Free Trade Agreement (NAFTA) to lower export
subsidies and reduce import barriers to trade im-
posed by foreign governments.
SEC. 311. SENSE OF THE HOUSE ON BASELINES.

(a) FINDINGS.—The House of Representatives
finds that—

(1) baselines are projections of future spend-
ing if existing policies remain unchanged;

(2) under baseline assumptions, spending
automatically rises with inflation even if such
increases are not provided under current law;

(3) baseline budgeting is inherently biased
against policies that would reduce the projected
growth in spending because such policies are
scored as a reduction from a rising baseline; and

(4) the baseline concept has encouraged Con-
gress to abdicate its constitutional responsibility
to control the public purse for programs which
are automatically funded under existing law.

(b) SENSE OF THE HOUSE.—It is the sense of
the House of Representatives that baseline
budgeting should be replaced with a form of
budgeting that requires full justification and
analysis of budget proposals and maximizes con-
gressional accountability for public spending.
SEC. 312. SENSE OF THE HOUSE REGARDING A

COMMISSION ON THE SOLVENCY OF
THE FEDERAL MILITARY AND CIVIL
SERVICE RETIREMENT FUNDS.

(a) FINDINGS.—The House of Representatives
finds that the Federal retirement system, for
both military and civil service retirees, currently
has liabilities of $1,100,000,000,000, while holding
assets worth $340,000,000,000 and anticipating
employee contributions of $220,000,000,000,

which leaves an unfunded liability of
$540,000,000,000,000.

(b) SENSE OF HOUSE.—It is the sense of the
House of Representatives that a high-level com-
mission should be convened to study the prob-
lems associated with the Federal retirement sys-
tem and make recommendations that will ensure
the long-term solvency of the military and civil
service retirement funds.
SEC. 313. SENSE OF THE HOUSE REGARDING THE

REPEAL OF HOUSE RULE XLIX.
It is the sense of the House that rule XLIX of

the Rules of the House of Representatives (pop-
ularly known as the Gephardt rule) should be
repealed.
SEC. 314. SENSE OF THE HOUSE ON EMER-

GENCIES.
(a) FINDINGS.—The House of Representative

finds that—
(1) The Budget Enforcement Act of 1990 ex-

empted from the discretionary spending limits
and the Pay-As-You-Go requirements for enti-
tlement and tax legislation funding require-
ments that are designated by Congress and the
President as an emergency.

(2) Congress and the President have increas-
ingly misused the emergency designation by—

(A) designating funding as an emergency that
is neither unforeseen nor a genuine emergency;
and

(B) circumventing spending limits or passing
controversial items that would not pass scrutiny
in a free-standing bill.

(b) SENSE OF THE HOUSE.—It is the sense of
the House that Congress should study alter-
native approaches to budgeting for emergencies,
including codifying the definition of an emer-
gency and establishing contingency funds to
pay for emergencies.

And the Senate agree to the same.

JOHN R. KASICH,
DAVE HOBSON,
BOB WALKER,
JIM KOLBE,
CHRISTOPHER SHAYS,
WALLY HERGER,
WAYNE ALLARD,
BOB FRANKS,
STEVE LARGENT,
SUE MYRICK,
MIKE PARKER,

Managers on the Part of the House.

PETE DOMENICI,
CHUCK GRASSLEY,
DON NICKLES,
TRENT LOTT,
HANK BROWN,
SLADE GORTON,
JUDD GREGG,

Managers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF
THE COMMITTEE OF CONFERENCE

The managers on the part of the Senate
and the House at the conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the concurrent
resolution (House Concurrent Resolution 67)
setting forth the congressional budget for
the United States Budget for the fiscal years
1996, 1997, 1998, 1999, 2000, 2001, and 2002, sub-
mit the following joint statement to the
House and the Senate in explanation of the
effect of the action agreed upon by the man-
agers and recommended in the accompany-
ing conference report:

The Senate amendment struck out all of
the House resolution after the resolving
clause and inserted a substitute text.

The House recedes from its disagreement
to the amendment of the Senate with an
amendment which is a substitute for the
House resolution and the Senate amend-
ment.

EXPLANATION OF THE CONFERENCE
AGREEMENT

AGGREGATES AND FUNCTIONAL LEVEL SUMMARY
TABLES

(Secs. 2 and 3 of the House resolution, Secs.
101 and 104 of the Senate amendment, and
Secs. 101 and 104 of the conference agree-
ment)

Aggregates and function levels

The following tables show the budget ag-
gregates and functional levels included in
the conference agreement, the House resolu-
tion, and the Senate amendment. While the
conference agreement includes only the on-
budget figures, pursuant to law, these tables
also display the off-budget and total budget
figures. The last table in this part compares
the conference agreement to the 1995 and
current law levels.

HOUSE RESOLUTION
[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

050: National Defense ............................................................................................................................................................................. BA $261.4 $267.3 $269.3 $277.3 $281.3 $287.3 $287.3 $287.2
OT 269.6 265.1 265.3 265.3 271.3 279.3 279.3 $279.2

150: International Affairs ........................................................................................................................................................................ BA 18.9 15.8 13.7 11.3 9.7 10.5 12.0 12.0
OT 18.9 17.0 15.1 13.3 11.5 10.0 11.1 10.7

250: Science, Space and Technology ...................................................................................................................................................... BA 17.2 16.7 16.3 15.7 15.3 14.9 14.9 14.9
OT 17.5 16.9 16.6 16.0 15.4 15.0 14.9 14.9

270: Energy .............................................................................................................................................................................................. BA 6.3 4.4 3.9 3.6 3.9 3.6 3.6 3.5
OT 4.9 4.3 3.2 2.9 3.1 2.7 2.5 2.3

300: Natural Resources and Environment .............................................................................................................................................. BA 22.3 19.3 19.1 17.2 18.6 17.4 17.9 17.8
OT 21.7 20.2 19.9 17.8 19.1 17.8 18.2 18.1

350: Agriculture ....................................................................................................................................................................................... BA 14.0 13.0 12.8 11.6 11.4 10.2 8.1 8.1
OT 12.7 11.8 11.5 10.4 10.1 9.2 7.1 7.0

370: Commerce and Housing Credit:
On-budget ....................................................................................................................................................................................... BA 5.4 2.3 4.1 2.8 2.2 1.9 1.3 1.0

OT ¥13.7 ¥6.9 ¥2.6 ¥4.7 ¥3.0 ¥2.2 ¥2.5 ¥2.6
Off-budget ....................................................................................................................................................................................... BA 3.5 4.1 6.8 1.2 2.9 ¥0.2 ............... ...............

OT 0.2 ¥0.0 ¥0.8 ¥1.4 ¥0.1 ¥1.4 ...............

Total ............................................................................................................................................................................................ BA 8.9 6.4 10.9 4.0 5.0 1.7 1.3 1.0
OT ¥13.5 ¥7.0 ¥3.5 ¥6.1 ¥3.1 ¥3.6 ¥2.5 ¥2.6

400: Transportation .................................................................................................................................................................................. BA 42.5 40.5 42.7 43.5 43.7 44.3 43.8 43.3
OT 39.3 38.8 37.5 36.6 35.6 34.9 39.3 33.7

450: Community and Regional Development .......................................................................................................................................... BA 9.2 6.7 6.7 6.7 6.7 6.7 6.2 6.1
OT 11.6 9.9 7.8 6.7 6.5 6.6 6.4 6.4

500: Education, Training, Employnment and Social Services ................................................................................................................ BA 58.3 45.7 45.0 44.9 45.4 45.9 45.0 44.6
OT 54.7 52.3 46.4 44.6 44.7 45.2 44.2 43.7

550: Health .............................................................................................................................................................................................. BA 116.6 121.9 127.7 132.1 136.7 141.5 146.3 149.1
OT 115.8 122.3 127.8 132.2 136.7 141.4 146.2 148.9

570: Medicare .......................................................................................................................................................................................... BA 162.6 179.1 188.7 196.5 209.0 213.9 224.0 234.0
OT 161.1 176.8 187.1 194.9 206.4 212.0 222.0 231.8

600: Income Security ............................................................................................................................................................................... BA 219.9 222.7 231.8 248.4 255.4 265.9 267.6 277.6
OT 222.2 225.0 235.3 243.9 254.3 267.6 269.0 279.1

650: Social Security
On-budget ....................................................................................................................................................................................... BA 6.8 5.9 8.1 8.8 9.6 10.5 11.1 11.7

OT 9.3 8.5 10.5 11.3 12.1 12.9 13.5 14.1
Off-budget ....................................................................................................................................................................................... BA 330.1 348.4 366.0 385.5 404.3 423.4 443.9 465.5

OT 326.9 345.7 362.5 381.9 400.5 419.8 440.2 461.6

Total ............................................................................................................................................................................................ BA 336.9 354.3 374.0 394.3 413.9 433.9 454.9 477.2
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HOUSE RESOLUTION—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

OT 336.2 354.2 373.1 393.1 412.6 432.7 453.7 475.7
700: Veterans Benefits ............................................................................................................................................................................ BA 37.7 37.6 38.1 38.5 39.1 39.2 39.7 40.1

OT 37.4 36.9 38.1 38.5 39.0 40.6 41.2 41.6
750: Administration of Justice ................................................................................................................................................................ BA 18.5 17.8 16.9 16.6 16.4 16.4 16.0 15.9

OT 17.1 17.8 17.1 16.9 16.7 16.6 16.2 16.1
Total Spending:

On-budget ....................................................................................................................................................................................... BA 1,260.9 1,287.3 1,324.2 1,356.5 1,391.7 1,421.3 1,436.2 1,459.8
OT 1,243.7 1,288.4 1,315.9 1,327.6 1,366.7 1,400.2 1,419.5 1,437.3

Off-budget ....................................................................................................................................................................................... BA 292.6 306.2 321.1 329.5 343.9 353.5 367.2 381.3
OT 286.1 299.4 310.0 323.3 337.2 348.8 363.5 377.4

Total ............................................................................................................................................................................................ BA 1,553.6 1,593.6 1,645.3 1,686.0 1,735.6 1,774.9 1,803.4 1,841.1
OT 1,529.9 1,587.8 1,625.9 1,650.9 1,703.9 1,749.0 1,783.0 1,814.7

Revenues:
On-budget ....................................................................................................................................................................................... ........... 997.8 1,057.5 1,058.5 1,099.6 1,138.7 1,189.3 1,247.2 1,316.6
Off-budget ....................................................................................................................................................................................... ........... 357.4 274.7 392.0 411.4 439.9 452.0 475.2 498.6

Total ............................................................................................................................................................................................ ........... 1,355.2 1,432.2 1,450.5 1,511.0 1,569.6 1,641.3 1,722.4 1,815.2
Deficit:

On-budget ....................................................................................................................................................................................... ........... ¥245.9 ¥230.9 ¥257.4 ¥228.0 ¥228.0 ¥211.0 ¥172.3 ¥120.7
Off-budget ....................................................................................................................................................................................... ........... 71.3 75.3 81.9 88.1 93.7 103.2 111.7 121.2

Total ............................................................................................................................................................................................ ........... ¥174.6 ¥155.6 ¥175.5 ¥139.9 ¥134.3 ¥107.8 ¥60.6 0.5
800: General Government ........................................................................................................................................................................ BA 13.3 11.6 11.6 12.5 11.7 12.1 11.3 11.3

OT 13.4 12.4 11.8 12.6 11.5 12.0 11.1 11.0
900: Net Interest:

On-budget ....................................................................................................................................................................................... BA 269.9 295.8 304.3 308.7 314.7 319.9 320.6 323.3
OT 269.9 295.8 304.3 308.7 314.7 319.9 320.6 323.3

Off-budget ....................................................................................................................................................................................... BA ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0
OT ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0

Total ............................................................................................................................................................................................ BA 235.4 256.4 259.8 259.0 259.5 258.9 253.4 249.4
OT 235.3 256.4 259.8 259.0 259.5 258.9 253.4 249.4

920: Allowances ....................................................................................................................................................................................... BA ............... ¥2.3 ¥2.4 ¥2.4 ¥2.5 ¥2.6 ¥2.6 ¥2.6
OT ............... ¥1.9 ¥2.3 ¥2.5 ¥2.7 ¥2.8 ¥2.9 ¥2.9

950: Undistributed Offsetting Receipts:
On-budget ....................................................................................................................................................................................... BA ¥39.8 ¥34.4 ¥34.2 ¥37.6 ¥36.4 ¥38.1 ¥37.9 ¥39.0

OT ¥39.8 ¥34.4 ¥34.2 ¥37.6 ¥36.4 ¥38.1 ¥37.9 ¥39.0
Off-budget ....................................................................................................................................................................................... BA ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

OT ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

Total ............................................................................................................................................................................................ BA ¥46.2 ¥41.2 ¥41.3 ¥45.2 ¥44.5 ¥46.9 ¥47.9 ¥49.3
OT ¥46.2 ¥41.2 ¥41.3 ¥45.2 ¥44.5 ¥46.9 ¥47.4 ¥49.3

SENATE AMENDMENT
[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

050: National Defense ............................................................................................................................................................................. BA $261.4 $257.7 $253.4 $259.6 $266.2 $276.0 $275.9 $275.9
OT 269.6 261.1 257.0 254.5 259.6 267.8 267.7 269.2

150: International Affairs ........................................................................................................................................................................ BA 18.9 15.4 14.3 13.5 12.6 14.1 14.3 14.2
OT 18.9 16.9 15.1 14.3 13.5 13.1 13.4 13.3

250: Science, Space and Technology.
BA 17.2 16.7 16.3 16.1 16.0 15.8 15.8 15.8
OT 17.5 16.7 16.6 16.3 16.0 15.9 15.9 15.9

270: Energy .............................................................................................................................................................................................. BA 6.3 2.9 1.7 3.3 4.2 4.1 4.0 4.0
OT 4.9 2.7 1.0 2.6 3.1 2.8 2.9 2.9

300: Natural Resources and Environment .............................................................................................................................................. BA 22.3 19.5 18.2 15.4 16.6 16.2 14.9 15.7
OT 21.7 20.4 20.1 17.9 18.3 17.3 15.8 16.5

350: Agriculture ....................................................................................................................................................................................... BA 14.0 13.1 12.2 11.8 11.7 11.7 10.5 10.1
OT 12.7 11.9 10.9 10.6 10.4 10.6 9.4 9.1

370: Commerce and Housing Credit:
On-budget ....................................................................................................................................................................................... BA 5.4 2.5 1.5 0.6 0.1 1.7 0.5 0.2

OT ¥13.7 ¥7.0 ¥5.4 ¥7.0 ¥5.1 ¥2.5 ¥3.3 ¥3.4
Off-budget ....................................................................................................................................................................................... BA 3.5 4.1 6.8 1.2 2.9 ¥0.2 ............... ...............

OT 0.2 ¥0.0 ¥0.8 ¥1.4 ¥0.1 ¥1.4 ............... ...............

Total ............................................................................................................................................................................................ BA 8.9 6.6 8.3 1.8 3.0 1.5 0.5 0.2
OT ¥13.5 ¥7.0 ¥6.2 ¥8.4 ¥5.2 ¥3.9 ¥3.3 ¥3.4

400: Transportation .................................................................................................................................................................................. BA 42.5 36.5 38.8 39.4 40.2 41.2 41.0 40.8
OT 39.3 38.3 32.8 31.8 31.3 31.1 31.1 31.1

450: Community and Regional Development .......................................................................................................................................... BA 9.2 5.8 5.5 5.3 5.3 5.2 4.6 4.5
OT 11.6 9.8 7.3 5.6 5.2 5.2 5.1 5.1

500: Education, Training, Employment and Social Services .................................................................................................................. BA 58.3 49.0 48.4 48.4 48.8 49.4 48.9 49.1
OT 54.7 52.6 49.0 48.2 48.2 48.8 48.3 48.5

550: Health .............................................................................................................................................................................................. BA 116.6 121.1 127.6 133.1 138.0 142.1 146.2 150.6
OT 115.8 121.0 127.4 133.2 137.9 141.9 146.0 150.3

570: Medicare .......................................................................................................................................................................................... BA 162.6 171.9 180.5 193.1 207.4 221.4 238.9 258.9
OT 161.1 169.5 178.9 191.4 204.8 219.5 236.9 256.7

600: Income Security ............................................................................................................................................................................... BA 219.9 226.3 233.7 253.0 256.0 272.6 277.5 291.9
OT 222.2 225.9 235.6 246.1 257.9 272.6 277.4 291.7

650: Social Security:
On-budget ....................................................................................................................................................................................... BA 6.8 5.9 8.1 8.8 9.6 10.5 11.1 11.7

OT 9.3 8.5 10.5 11.3 12.1 12.9 13.5 14.1
Off-budget ....................................................................................................................................................................................... BA 330.1 348.4 366.0 385.5 405.4 426.2 448.5 472.0

OT 326.9 345.7 362.5 381.9 401.7 422.7 444.8 468.1

Total ............................................................................................................................................................................................ BA 336.9 354.3 374.0 394.3 415.0 436.7 459.6 483.7
OT 336.2 354.2 373.1 393.1 413.7 435.6 458.3 482.2

700: Veterans Benefits ............................................................................................................................................................................ BA 37.7 37.4 37.5 37.6 37.9 37.9 38.3 38.7
OT 37.4 36.9 37.7 38.0 38.2 39.4 40.1 40.4

750: Administration of Justice ................................................................................................................................................................ BA 18.5 20.0 20.7 21.4 22.3 22.3 21.9 21.8
OT 17.1 19.6 21.2 22.4 23.1 23.7 23.3 23.2

800: General Government ........................................................................................................................................................................ BA 13.3 12.5 12.4 12.2 12.1 12.0 11.6 11.6
OT 13.4 13.0 12.4 12.3 12.0 11.9 11.7 11.6

900: Net Interest:
On-budget ....................................................................................................................................................................................... BA 269.9 297.9 308.9 316.6 327.8 338.6 345.5 353.3

OT 269.9 297.9 308.9 316.6 327.8 338.6 345.5 353.3
Off-budget ....................................................................................................................................................................................... BA ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0

OT ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0

Total ............................................................................................................................................................................................ BA 235.4 258.5 264.4 266.9 272.7 277.7 278.3 279.3
OT 235.3 258.5 264.4 266.9 272.7 277.7 278.3 279.3

920: Allowances ....................................................................................................................................................................................... BA ............... ¥9.6 ¥9.5 ¥8.3 ¥7.8 ¥6.7 ¥6.7 ¥6.7
OT ............... ¥6.9 ¥9.4 ¥8.6 ¥8.1 ¥7.1 ¥7.1 ¥7.1

950: Undistributed Offsetting Receipts:
On-budget ....................................................................................................................................................................................... BA ¥39.8 ¥33.1 ¥33.8 ¥36.3 ¥37.7 ¥39.7 ¥41.1 ¥42.3
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[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

OT ¥39.8 ¥33.1 ¥33.8 ¥36.3 ¥37.7 ¥39.7 ¥41.1 ¥42.3
Off-budget ....................................................................................................................................................................................... BA ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

OT ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

Total ............................................................................................................................................................................................ BA ¥46.2 ¥39.9 ¥40.9 ¥43.9 ¥45.8 ¥48.5 ¥50.5 ¥52.6
OT ¥46.2 ¥39.9 ¥40.9 ¥43.9 ¥45.8 ¥48.5 ¥50.5 ¥52.6

Total Spending:
On-budget ....................................................................................................................................................................................... BA 1,260.9 1,269.4 1,296.5 1.344.7 1,387.3 1,446.3 1,473.7 1,519.7

OT 1,243.7 1,275.7 1,293.8 1,321.1 1,368.7 1,423.6 1.452.6 1,500.1
Off-budget ....................................................................................................................................................................................... BA 292.6 306.2 321.1 329.5 345.1 356.4 371.9 387.8

OT 286.1 299.4 310.0 323.3 338.4 351.6 368.1 383.9

Total ............................................................................................................................................................................................ BA 1,553.6 1,575.7 1,617.6 1,674.2 1,732.4 1,802.7 1,845.5 1,907.5
OT 1,529.9 1,575.1 1,603.8 1,644.3 1,707.1 1,775.3 1,820.7 1,884.0

Revenues:
On-budget ....................................................................................................................................................................................... ........... 997.8 1,043.3 1,083.9 1,135.5 1,189.8 1,248.9 1,315.7 1,386.7
Off-budget ....................................................................................................................................................................................... ........... 357.4 374.7 392.0 411.4 430.9 452.0 475.2 498.6

Total ......................................................................................................................................................................................................... ........... 1,355.2 1,418.0 1,475.9 1,546.9 1,620.7 1,700.9 1,790.9 1,885.3

On-budget ....................................................................................................................................................................................... ........... ¥245.9 ¥232.4 ¥209.9 ¥185.6 ¥178.9 ¥174.7 ¥136.8 ¥113.4
Off-budget ....................................................................................................................................................................................... ........... 71.3 75.3 81.9 88.1 92.5 100.4 107.1 114.7

Total ............................................................................................................................................................................................ ........... ¥174.6 ¥157.1 ¥127.9 ¥97.5 ¥86.4 ¥74.3 ¥29.8 1.3

CONFERENCE AGREEMENT
[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

050: National Defense ............................................................................................................................................................................. BA $261.4 $264.7 $267.3 $269.0 $271.7 $274.4 $277.1 $280.0
OT 269.6 263.1 265.0 263.8 267.2 270.9 270.0 270.0

150: International Affairs ........................................................................................................................................................................ BA 18.9 15.8 14.0 12.4 11.2 12.7 12.8 12.8
OT 18.9 17.0 15.1 13.9 12.6 11.9 12.0 11.8

250: Science, Space and Technology ...................................................................................................................................................... BA 17.2 16.7 16.3 15.9 15.6 15.3 15.3 15.3
OT 17.5 16.8 16.6 16.1 15.7 15.5 15.4 15.4

270: Energy .............................................................................................................................................................................................. BA 6.3 4.6 4.2 3.8 3.6 3.4 3.3 3.3
OT 4.9 4.5 3.5 3.1 2.6 2.2 2.2 2.2

300: Natural Resources and Environment .............................................................................................................................................. BA 22.3 19.5 19.2 17.7 18.2 17.9 17.1 17.5
OT 21.7 20.3 20.0 18.7 19.0 18.5 17.4 17.7

350: Agriculture ....................................................................................................................................................................................... BA 14.0 13.1 12.5 11.7 11.5 10.9 9.8 9.6
OT 12.7 11.8 11.1 10.5 10.3 9.8 8.7 8.5

370: Commerce and Housing Credit:
On-budget ....................................................................................................................................................................................... BA 5.4 2.6 1.8 0.9 0.4 2.1 0.8 0.6

OT ¥13.7 ¥7.0 ¥5.1 ¥6.7 ¥4.8 ¥2.2 ¥2.9 ¥3.0
Off-budget ....................................................................................................................................................................................... BA 3.5 4.1 6.8 1.2 2.9 ¥0.2 ............... ...............

OT 0.2 0.0 ¥0.8 ¥1.4 ¥0.1 ¥1.4 ............... ...............

Total ............................................................................................................................................................................................ BA 8.9 6.7 8.6 2.1 3.3 1.9 0.8 0.6
OT ¥13.5 ¥6.9 ¥5.9 ¥8.1 ¥4.9 ¥3.6 ¥2.9 ¥3.0

400: Transportation .................................................................................................................................................................................. BA 42.5 36.6 43.1 43.9 42.6 42.9 42.2 41.8
OT 39.3 38.9 37.6 36.6 34.1 33.2 32.4 32.0

450: Community and Regional Development .......................................................................................................................................... BA 9.2 6.6 6.5 6.4 6.4 6.3 5.7 5.6
OT 11.6 9.9 7.8 6.5 6.2 6.2 6.1 6.1

500: Education, Training, Employment and Social Services .................................................................................................................. BA 58.3 48.4 47.8 47.6 48.4 49.1 48.6 48.8
OT 54.7 53.4 48.9 47.3 47.5 48.2 47.7 47.8

550: Health .............................................................................................................................................................................................. BA 116.6 121.0 127.6 131.6 135.7 140.1 144.5 149.2
OT 115.8 121.1 127.5 131.7 135.7 139.9 144.3 149.0

570: Medicare .......................................................................................................................................................................................... BA 162.6 176.1 184.3 194.0 205.7 216.5 231.8 249.2
OT 161.1 173.7 182.8 192.3 203.1 214.6 229.7 247.0

600: Income Security ............................................................................................................................................................................... BA 219.9 225.9 231.6 250.3 253.1 269.5 274.8 288.7
OT 222.2 227.6 236.4 245.3 255.8 269.9 274.6 288.3

650: Social Security:
On-budget ....................................................................................................................................................................................... BA 6.8 5.9 8.1 8.8 9.6 10.5 11.1 11.7

OT 9.3 8.5 10.5 11.3 12.1 12.9 13.5 14.1
Off-budget ....................................................................................................................................................................................... BA 330.1 348.4 366.0 385.5 405.4 426.2 448.5 472.0

OT 326.9 345.7 362.5 381.9 401.7 422.7 444.8 468.1

Total ............................................................................................................................................................................................ BA 336.9 354.3 374.1 394.3 415.0 436.7 459.6 483.7
OT 336.2 354.2 373.0 393.2 413.8 435.6 458.3 482.2

700: Veterans Benefits ............................................................................................................................................................................ BA 37.7 37.5 37.9 38.2 38.8 39.1 39.7 40.2
OT 37.4 36.9 38.0 38.4 39.0 40.6 41.3 41.8

750: Administration of Justice ................................................................................................................................................................ BA 18.5 19.8 19.8 20.2 21.0 21.1 20.7 20.6
OT 17.1 18.7 18.9 19.7 20.4 20.9 20.5 20.5

800: General Government ........................................................................................................................................................................ BA 13.3 12.4 12.3 12.2 12.1 12.0 11.6 11.6
OT 13.4 12.9 12.3 12.2 12.0 12.0 11.6 11.5

900: Net Interest:
On-budget ....................................................................................................................................................................................... BA 269.9 298.4 310.5 319.4 331.5 342.9 349.9 357.6

OT 269.9 298.4 310.5 319.4 331.5 342.9 349.9 357.6
Off-budget ....................................................................................................................................................................................... BA ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0

0T ¥34.5 ¥39.5 ¥44.5 ¥49.7 ¥55.1 ¥60.9 ¥67.2 ¥74.0

Total ............................................................................................................................................................................................ BA 235.4 258.9 266.0 269.7 276.4 282.0 282.7 283.6
OT 235.3 258.9 266.0 269.7 276.4 282.0 282.7 283.6

920: Allowances ....................................................................................................................................................................................... BA — ¥6.4 ¥6.3 ¥5.3 ¥4.7 ¥3.7 ¥3.7 ¥3.7
OT — ¥4.8 ¥6.4 ¥5.5 ¥5.0 ¥4.0 ¥4.0 ¥4.1

950: Undistributed Offsetting Receipts:
On-budget ....................................................................................................................................................................................... BA ¥39.8 ¥33.7 ¥34.2 ¥36.4 ¥35.5 ¥37.4 ¥36.8 ¥41.6

OT ¥39.8 ¥33.7 ¥34.2 ¥36.4 ¥35.5 ¥37.4 ¥36.8 ¥41.6
Off-budget ....................................................................................................................................................................................... BA ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

OT ¥6.4 ¥6.8 ¥7.1 ¥7.6 ¥8.1 ¥8.7 ¥9.5 ¥10.3

Total ............................................................................................................................................................................................ BA ¥46.2 ¥40.5 ¥41.3 ¥44.0 ¥43.6 ¥46.1 ¥46.3 ¥51.8
OT ¥46.2 ¥40.5 ¥41.3 ¥44.0 ¥43.6 ¥46.1 ¥46.3 ¥51.8

Total Spending:
On-budget ....................................................................................................................................................................................... BA 1260.9 1285.5 1324.3 1362.3 1396.9 1445.6 1476.3 1518.8

OT 1243.7 1288.1 1316.8 1338.2 1379.6 1426.5 1453.6 1492.6
Off-budget ....................................................................................................................................................................................... BA 292.6 306.2 321.2 329.4 345.1 356.4 371.8 387.7

OT 286.1 299.4 310.1 323.2 338.4 351.7 368.1 383.8

Total ............................................................................................................................................................................................ BA 1553.6 1591.7 1645.5 1691.7 1742.0 1802.0 1848.1 1906.5
OT 1529.9 1587.5 1626.9 1661.4 1718.0 1778.2 1821.7 1876.4

Revenues:
On-budget ....................................................................................................................................................................................... — 997.8 1042.5 1082.7 1134.2 1186.7 1245.4 1313.4 1384.2
Off-budget ....................................................................................................................................................................................... — 357.4 374.7 392.0 411.4 430.9 452.0 475.2 498.6

Total ............................................................................................................................................................................................ — 1355.2 1417.2 1474.7 1545.6 1617.6 1697.4 1788.6 1882.8
Deficit:

On-budget ....................................................................................................................................................................................... — ¥245.9 ¥245.6 ¥234.1 ¥204.0 ¥192.9 ¥181.1 ¥140.2 ¥108.4
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[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

Off-budget ....................................................................................................................................................................................... — 71.3 75.3 81.9 88.2 92.5 100.3 107.1 114.8

Total ............................................................................................................................................................................................ — ¥174.6 ¥170.3 ¥152.2 ¥115.8 ¥100.4 ¥80.8 ¥33.1 6.4

CONFERENCE AGREEMENT COMPARED TO CURRENT LAW LEVELS
[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total

050: National Defense ............................................................................................................................................................................. BA $9.7 $15.6 $10.7 $6.8 $2.8 $5.6 $8.5 $59.8
OT 5.7 8.2 7.7 9.3 9.4 8.6 8.6 57.6

150: International Affairs ........................................................................................................................................................................ BA ¥2.1 ¥3.4 ¥4.6 ¥5.4 ¥5.7 ¥5.7 ¥5.7 ¥32.6
OT ¥0.4 ¥1.7 ¥2.9 ¥3.9 ¥4.7 ¥4.8 ¥5.0 ¥23.4

250: Science, Space and Technology ...................................................................................................................................................... BA ¥0.5 ¥0.9 ¥1.3 ¥1.6 ¥1.8 ¥1.8 ¥1.8 ¥9.7
OT ¥0.1 ¥0.6 ¥1.0 ¥1.4 ¥1.7 ¥1.8 ¥1.8 ¥8.5

270: Energy .............................................................................................................................................................................................. BA ¥1.0 ¥1.1 ¥1.5 ¥2.1 ¥2.1 ¥2.2 ¥2.2 ¥12.2
OT ¥0.2 ¥0.5 ¥1.0 ¥1.7 ¥2.0 ¥2.0 ¥2.0 ¥9.3

300: Natural Resources and Environment .............................................................................................................................................. BA ¥2.5 ¥2.8 ¥3.9 ¥3.3 ¥3.4 ¥3.8 ¥3.3 ¥22.9
OT ¥1.1 ¥1.9 ¥3.2 ¥2.8 ¥3.1 ¥3.7 ¥3.2 ¥19.0

350: Agriculture ....................................................................................................................................................................................... BA ¥1.4 ¥1.8 ¥2.4 ¥2.3 ¥2.7 ¥2.8 ¥3.0 ¥16.4
OT ¥1.2 ¥1.7 ¥2.4 ¥2.3 ¥2.7 ¥2.8 ¥3.0 ¥16.1

370: Commerce and Housing Credit:
On-budget ....................................................................................................................................................................................... BA ¥1.3 ¥1.5 ¥1.9 ¥2.2 ¥0.4 ¥1.7 ¥2.0 ¥11.0

OT ¥0.9 ¥1.3 ¥1.8 ¥2.2 ¥0.5 ¥1.7 ¥2.0 ¥10.4
Off-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ BA ¥1.3 ¥1.5 ¥1.9 ¥2.2 ¥0.4 ¥1.7 ¥2.0 ¥11.0
OT ¥0.8 ¥1.3 ¥1.8 ¥2.2 ¥0.5 ¥1.7 ¥2.0 ¥10.4

400: Transportation .................................................................................................................................................................................. BA ¥1.6 ¥1.5 ¥1.7 ¥4.0 ¥4.7 ¥5.2 ¥5.3 ¥24.1
OT ¥0.7 ¥2.1 ¥3.1 ¥5.7 ¥6.8 ¥7.6 ¥8.0 ¥33.9

450: Community and Regional Development .......................................................................................................................................... BA ¥2.5 ¥2.6 ¥2.7 ¥2.7 ¥2.8 ¥2.8 ¥2.9 ¥19.0
OT ¥0.4 ¥1.2 ¥2.0 ¥2.5 ¥2.7 ¥2.7 ¥2.7 ¥14.2

500: Education, Training, Employment and Social Services .................................................................................................................. BA ¥8.8 ¥9.1 ¥9.7 ¥9.9 ¥10.0 ¥10.1 ¥10.2 ¥67.7
OT ¥2.8 ¥7.5 ¥9.3 ¥9.8 ¥9.9 ¥10.0 ¥10.2 ¥59.4

550: Health .............................................................................................................................................................................................. BA ¥5.7 ¥10.2 ¥18.6 ¥27.7 ¥37.0 ¥47.6 ¥58.6 ¥205.3
OT ¥5.0 ¥10.2 ¥18.6 ¥27.7 ¥37.1 ¥47.6 ¥58.6 ¥204.6

570: Medicare .......................................................................................................................................................................................... BA ¥8.0 ¥17.7 ¥26.6 ¥37.2 ¥49.2 ¥60.0 ¥71.4 ¥270.0
OT ¥8.0 ¥17.7 ¥26.6 ¥37.2 ¥49.2 ¥60.0 ¥71.4 ¥270.0

600: Income Security ............................................................................................................................................................................... BA ¥2.2 ¥11.0 ¥3.5 ¥13.1 ¥11.9 ¥13.6 ¥16.3 ¥71.6
OT ¥3.7 ¥10.8 ¥11.5 ¥12.7 ¥14.5 ¥16.7 ¥19.6 ¥89.5

650: Social Security:
On-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............
Off-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ BA ............... ............... ............... ............... ............... ............... ............... ...............
OT ............... ............... ............... ............... ............... ............... ............... ...............

700: Veterans Benefits ............................................................................................................................................................................ BA ¥0.6 ¥0.7 ¥0.9 ¥1.6 ¥1.7 ¥1.8 ¥1.9 ¥9.3
OT ¥0.3 ¥0.5 ¥0.7 ¥1.4 ¥1.7 ¥1.7 ¥1.9 ¥8.2

750: Administration of Justice ................................................................................................................................................................ BA 1.4 1.4 1.5 2.4 2.5 2.5 2.5 14.1
OT 0.5 0.7 1.2 1.8 2.4 2.4 2.4 11.3

800: General Government ........................................................................................................................................................................ BA ¥0.8 ¥1.0 ¥1.1 ¥1.2 ¥1.3 ¥1.3 ¥1.3 ¥7.9
OT ¥0.6 ¥0.8 ¥0.9 ¥1.1 ¥1.2 ¥1.3 ¥1.3 ¥7.2

900: Net Interest:
On-budget ....................................................................................................................................................................................... BA ¥1.0 ¥3.8 ¥8.5 ¥15.1 ¥23.5 ¥34.1 ¥47.1 ¥133.1

OT ¥1.0 ¥3.8 ¥8.5 ¥15.1 ¥23.5 ¥34.1 ¥47.1 ¥133.1
Off-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ BA ¥1.0 ¥3.9 ¥8.6 ¥15.2 ¥23.7 ¥34.3 ¥47.3 ¥134.1
OT ¥1.0 ¥3.9 ¥8.6 ¥15.2 ¥23.7 ¥34.3 ¥47.3 ¥134.1

920: Allowances ....................................................................................................................................................................................... BA ¥6.4 ¥6.3 ¥5.3 ¥4.7 ¥3.7 ¥3.7 ¥3.7 ¥33.8
OT ¥4.8 ¥6.4 ¥5.5 ¥5.0 ¥4.0 ¥4.0 ¥4.1 ¥33.8

950: Undistributed Offsetting Receipts:
On-budget ....................................................................................................................................................................................... BA ¥2.4 ¥3.0 ¥4.4 ¥2.6 ¥2.6 ¥0.7 ¥4.1 ¥19.8

OT ¥2.4 ¥3.0 ¥4.4 ¥2.6 ¥2.6 ¥0.7 ¥4.1 ¥19.8
Off-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ BA ¥2.4 ¥3.0 ¥4.4 ¥2.6 ¥2.6 ¥0.7 ¥4.1 ¥19.8
OT ¥2.4 ¥3.0 ¥4.4 ¥2.6 ¥2.6 ¥0.7 ¥4.1 ¥19.8

Total Spending:
On-budget ....................................................................................................................................................................................... BA ¥37.9 ¥61.3 ¥86.4 ¥127.5 ¥159.4 ¥190.9 ¥230.0 ¥893.4

OT ¥27.3 ¥62.7 ¥94.7 ¥124.1 ¥156.3 ¥192.4 ¥235.1 ¥892.6
Off-budget ....................................................................................................................................................................................... BA ............... ............... ............... ............... ............... ............... ............... ...............

OT ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ BA ¥37.9 ¥61.3 ¥86.4 ¥127.5 ¥159.4 ¥190.9 ¥230.0 ¥893.4
OT ¥27.3 ¥62.7 ¥94.7 ¥124.1 ¥156.3 ¥192.4 ¥235.1 ¥892.6

Revenues:
On-budget ....................................................................................................................................................................................... ........... 0.1 0.1 0.2 0.2 0.2 0.2 0.2 1.1
Off-budget ....................................................................................................................................................................................... ........... ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ ........... 0.1 0.1 0.2 0.2 0.2 0.2 0.2 1.1
Deficit/Surplus:

On-budget ....................................................................................................................................................................................... ........... 27.4 62.8 94.8 124.3 156.5 192.6 235.3 893.7
Off-budget ....................................................................................................................................................................................... ........... ............... ............... ............... ............... ............... ............... ............... ...............

Total ............................................................................................................................................................................................ ........... 27.4 62.8 94.8 124.3 156.5 192.6 235.3 893.7

CONFERENCE AGREEMENT COMPARED TO 1995
[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total

050: National Defense ............................................................................................................................................................................. BA $3.3 $5.9 $7.6 $10.3 $13.0 $15.7 $18.6 $74.2
OT ¥6.5 ¥4.6 ¥5.8 ¥2.4 1.3 0.4 0.4 ¥17.4

150: International Affairs ........................................................................................................................................................................ BA ¥3.1 ¥4.9 ¥6.5 ¥7.7 ¥6.2 ¥6.0 ¥6.0 ¥40.4
OT ¥1.8 ¥3.8 ¥5.0 ¥6.3 ¥7.0 ¥6.9 ¥7.1 ¥38.0

250: Science, Space and Technology ...................................................................................................................................................... BA ¥0.5 ¥0.9 ¥1.2 ¥1.5 ¥1.8 ¥1.8 ¥1.8 ¥9.5
OT ¥0.7 ¥0.9 ¥1.4 ¥1.8 ¥2.1 ¥2.1 ¥2.1 ¥11.3

270: Energy .............................................................................................................................................................................................. BA ¥1.8 ¥2.2 ¥2.5 ¥2.8 ¥3.0 ¥3.0 ¥3.1 ¥18.3
OT ¥0.4 ¥1.4 ¥1.8 ¥2.4 ¥2.7 ¥2.7 ¥2.8 ¥14.3

300: Natural Resources and Environment .............................................................................................................................................. BA ¥2.8 ¥3.1 ¥4.6 ¥4.1 ¥4.4 ¥5.2 ¥4.8 ¥29.1



CONGRESSIONAL RECORD — HOUSEH 6286 June 26, 1995
CONFERENCE AGREEMENT COMPARED TO 1995—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total

OT ¥1.5 ¥1.8 ¥3.0 ¥2.7 ¥3.3 ¥4.3 ¥4.0 20.6
350: Agriculture ....................................................................................................................................................................................... BA ¥0.9 ¥1.5 ¥2.3 ¥2.5 ¥3.0 ¥4.2 ¥4.4 ¥18.7

OT ¥0.9 ¥1.6 ¥2.2 ¥2.5 ¥3.0 ¥4.0 ¥4.2 ¥18.2
370: Commerce and Housing Credit:

On-budget ....................................................................................................................................................................................... BA ¥2.8 ¥3.6 ¥4.5 ¥5.0 ¥3.3 ¥4.6 ¥4.8 ¥28.5
OT 6.8 8.7 7.0 9.0 11.5 10.8 10.7 64.5

Off-budget ....................................................................................................................................................................................... BA 0.6 3.3 ¥2.3 ¥0.7 ¥3.7 ¥3.5 ¥3.5 ¥9.9
OT ¥0.2 ¥1.0 ¥1.6 ¥0.3 ¥1.6 ¥0.2 ¥0.2 ¥5.1

Total ............................................................................................................................................................................................ BA ¥2.2 ¥0.3 ¥6.8 ¥5.6 ¥7.0 ¥8.1 ¥8.4 ¥38.5
OT 6.6 7.6 5.4 8.7 10.0 10.6 10.5 59.4

400: Transportation .................................................................................................................................................................................. BA ¥6.0 0.6 1.3 0.0 0.3 ¥0.3 ¥0.7 ¥4.6
OT ¥0.4 ¥1.8 ¥2.7 ¥5.2 ¥6.1 ¥6.9 ¥7.4 ¥30.6

450: Community and Regional Development .......................................................................................................................................... BA ¥2.6 ¥2.7 ¥2.8 ¥2.8 ¥2.9 ¥3.4 ¥3.6 ¥20.8
OT ¥1.7 ¥3.8 ¥5.1 ¥5.4 ¥5.4 ¥5.5 ¥5.5 ¥32.4

500: Education, Training, Employment and Social Services .................................................................................................................. BA ¥9.9 ¥10.5 ¥10.7 ¥9.9 ¥9.2 ¥9.7 ¥9.5 ¥69.4
OT ¥1.3 ¥5.8 ¥7.4 ¥7.2 ¥6.5 ¥7.1 ¥6.9 ¥42.3

550: Health .............................................................................................................................................................................................. BA 4.3 11.0 15.0 19.1 23.5 27.9 32.6 133.4
OT 5.4 11.8 15.9 20.0 24.1 28.6 33.2 138.9

570: Medicare .......................................................................................................................................................................................... BA 13.4 21.7 31.3 43.1 53.8 69.1 86.6 319.1
OT 12.7 21.7 31.3 42.1 53.6 68.7 85.9 315.9

600: Income Security ............................................................................................................................................................................... BA 6.0 11.7 30.3 33.2 49.5 54.8 68.7 254.3
OT 5.4 14.2 23.1 33.6 47.7 52.4 66.0 242.3

650: Social Security:
On-budget ....................................................................................................................................................................................... BA ¥0.9 1.3 2.0 2.8 3.7 4.3 4.9 18.1

OT ¥0.8 1.2 2.0 2.8 3.6 4.2 4.8 17.7
Off-budget ....................................................................................................................................................................................... BA 18.3 35.9 55.4 75.4 96.1 118.4 142.0 541.5

OT 18.8 35.6 55.0 74.8 95.7 117.9 141.2 538.9
Total ............................................................................................................................................................................................ BA 17.4 37.2 57.4 78.2 99.8 122.7 146.8 559.6

OT 17.9 36.8 56.9 77.5 99.4 122.1 146.0 556.6
700: Veterans Benefits ............................................................................................................................................................................ BA ¥0.1 0.2 0.6 1.2 1.4 2.0 2.5 7.9

OT ¥0.5 0.6 1.0 1.6 3.2 3.9 4.4 14.3
750: Administration of Justice ................................................................................................................................................................ BA 1.3 1.3 1.6 2.5 2.6 2.2 2.1 13.6

OT 1.6 1.8 2.6 3.3 3.8 3.4 3.3 19.8
800: General Government ........................................................................................................................................................................ BA ¥0.9 ¥1.0 ¥1.1 ¥1.1 ¥1.3 ¥1.6 ¥1.7 ¥8.7

OT ¥0.5 ¥1.1 ¥1.1 ¥1.4 ¥1.4 ¥1.8 ¥1.9 ¥9.2
900: Net Interest:

On-budget ....................................................................................................................................................................................... BA 28.5 40.6 49.5 61.6 73.0 80.0 87.7 421.0
OT 28.5 40.6 49.5 61.6 73.0 80.0 87.7 421.0

Off-budget ....................................................................................................................................................................................... BA ¥4.9 ¥10.0 ¥15.1 ¥20.6 ¥26.4 ¥32.7 ¥39.4 ¥149.1
OT ¥4.9 ¥10.0 ¥15.1 ¥20.6 ¥26.4 ¥32.7 ¥39.4 ¥149.0

Total ............................................................................................................................................................................................ BA 23.6 30.6 34.4 41.1 46.6 47.4 48.3 271.9
OT 23.6 30.6 34.4 41.1 46.6 47.4 48.3 272.0

920: Allowances ....................................................................................................................................................................................... BA ¥6.4 ¥6.3 ¥5.3 ¥4.7 ¥3.7 ¥3.7 ¥3.7 ¥33.8
OT ¥4.8 ¥6.4 ¥5.5 ¥5.0 ¥4.0 ¥4.0 ¥4.1 ¥33.8

950: Undistributed Offsetting Receipts:
On-budget ....................................................................................................................................................................................... BA 6.1 5.6 3.4 4.3 2.4 3.0 ¥1.8 23.0

OT 6.1 5.6 3.4 4.3 2.4 3.0 ¥1.8 23.0
Off-budget ....................................................................................................................................................................................... BA ¥0.4 ¥0.7 ¥1.1 ¥1.6 ¥2.3 ¥3.0 ¥3.8 ¥13.0

OT ¥0.4 ¥0.7 ¥1.1 ¥1.6 ¥2.3 ¥3.0 ¥3.8 ¥13.0
Total ............................................................................................................................................................................................ BA 5.8 4.9 2.2 2.6 0.1 ¥0.0 ¥5.6 10.0

OT 5.8 4.9 2.2 2.6 0.1 ¥0.0 ¥5.6 10.0
Total Spending:

On-budget ....................................................................................................................................................................................... BA 24.4 63.4 101.3 135.9 184.6 215.3 257.8 982.9
OT 44.4 73.1 94.5 135.8 182.8 209.9 248.8 989.4

Off-budget ....................................................................................................................................................................................... BA 13.6 28.5 36.8 52.5 63.7 79.2 95.1 369.4
OT 13.3 23.9 37.1 52.2 65.5 82.0 97.7 371.7

Total ............................................................................................................................................................................................ BA 38.1 91.9 138.1 188.4 248.4 294.5 352.9 1352.3
OT 57.7 97.0 131.6 188.1 248.3 291.9 346.5 1361.1

Revenues:
On-budget ....................................................................................................................................................................................... ........... 44.8 84.9 136.4 189.0 247.6 315.6 386.4 1404.7
Off-Budget ....................................................................................................................................................................................... ........... 17.2 34.5 54.0 73.4 94.6 117.7 141.2 532.6

Total ............................................................................................................................................................................................ ........... 62.0 119.5 190.4 262.4 342.2 433.4 527.5 1937.4

Discretionary and mandatory spending levels

The following tables show the discre-
tionary and mandatory spending levels in

the aggregate and by function included in
the conference agreements.

CONFERENCE AGREEMENT—DISCRETIONARY TOTALS
[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

050: National Defense ............................................................................................................................................................................. BA $262.3 $265.4 $268.0 $269.7 $272.4 $275.1 $277.8 $280.7
OT 270.3 264.0 265.7 264.5 267.9 271.6 270.8 270.8

150: International Affairs ........................................................................................................................................................................ BA 20.4 18.3 17.1 15.8 15.1 14.7 14.7 14.7
OT 21.1 20.7 19.2 17.7 16.5 15.6 15.5 15.3

250: Science, Space and Technology ...................................................................................................................................................... BA 17.1 16.7 16.3 15.9 15.6 15.3 15.3 15.3
OT 17.5 16.8 16.5 16.1 15.7 15.4 15.4 15.3

270: Energy .............................................................................................................................................................................................. BA 6.3 5.5 5.1 4.7 4.8 4.8 4.7 4.7
OT 6.6 6.4 5.6 5.2 5.1 5.0 4.9 4.8

300: Natural Resources and Environment .............................................................................................................................................. BA 22.0 19.1 18.8 18.5 18.4 18.3 18.4 18.4
OT 21.5 20.2 19.7 19.6 19.3 19.0 18.9 18.8

350: Agriculture ....................................................................................................................................................................................... BA 4.0 3.6 3.6 3.6 3.6 3.6 3.6 3.6
OT 4.2 3.8 3.7 3.6 3.6 3.6 3.6 3.6

370: Commerce and Housing Credit ....................................................................................................................................................... BA 3.3 2.3 1.9 1.6 1.4 3.2 1.8 1.5
OT 3.1 2.6 2.1 1.6 1.4 3.1 1.8 1.5

400: Transportation .................................................................................................................................................................................. BA 15.5 13.9 14.0 13.8 11.6 10.8 10.4 10.3
OT 38.9 38.4 37.1 36.1 33.6 32.7 31.9 31.5

450: Community and Regional Development .......................................................................................................................................... BA 8.9 6.6 6.5 6.4 6.4 6.4 6.3 6.3
OT 11.6 10.3 7.9 7.1 6.7 6.5 6.5 6.5

500: Education, Training, Employment and Social Services .................................................................................................................. BA 42.0 36.0 35.9 35.6 35.6 35.6 35.6 35.6
OT 39.3 40.3 37.0 35.5 35.3 35.3 35.3 35.3

550: Health .............................................................................................................................................................................................. BA 22.8 20.9 20.7 20.5 20.1 19.9 19.6 19.3
OT 22.4 21.2 20.6 20.5 20.1 19.9 19.6 19.3

570: Medicare .......................................................................................................................................................................................... BA 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
OT 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0

600: Income Security ............................................................................................................................................................................... BA 34.0 35.2 34.0 43.5 36.0 39.4 39.4 39.5
OT 38.7 39.2 41.5 41.1 41.2 42.0 41.5 41.5

650: Social Security ................................................................................................................................................................................. BA ............... ............... ............... ............... ............... ............... ............... ...............
OT 2.5 2.6 2.5 2.5 2.5 2.5 2.5 2.5

700: Veterans Benefits ............................................................................................................................................................................ BA 18.3 18.0 18.0 18.0 17.9 17.9 17.9 17.9
OT 18.0 18.9 18.3 18.2 18.1 18.0 17.9 17.9

750: Administration of Justice ................................................................................................................................................................ BA 18.1 19.5 19.5 19.7 20.5 20.6 20.6 20.6



CONGRESSIONAL RECORD — HOUSE H 6287June 26, 1995
CONFERENCE AGREEMENT—DISCRETIONARY TOTALS—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

OT 16.8 18.4 18.7 19.3 20.0 20.5 20.5 20.5
800: General Government ........................................................................................................................................................................ BA 12.3 11.6 11.5 11.3 11.2 11.1 11.1 11.1

OT 12.4 12.0 11.5 11.5 11.1 11.0 11.0 11.0
920: Allowances ....................................................................................................................................................................................... BA ............... ¥6.4 ¥6.3 ¥5.3 ¥4.7 ¥3.7 ¥3.7 ¥3.7

OT ............... ¥4.8 ¥6.4 ¥5.5 ¥5.0 ¥4.0 ¥4.0 ¥4.1

Total Discretionary ...................................................................................................................................................................... BA 510.4 489.2 487.4 496.2 488.7 495.9 496.6 498.8
OT 547.9 534.0 524.1 517.5 516.1 520.5 516.4 515.1

Defense ..................................................................................................................................................................................................... BA 262.3 265.4 268.0 269.7 272.4 275.1 277.8 280.7
OT 270.3 264.0 265.7 264.5 267.9 271.6 270.8 270.8

Nondefense ............................................................................................................................................................................................... BA 248.1 223.8 219.5 226.5 216.3 220.8 218.8 218.1
OT 277.6 269.9 258.4 253.0 248.2 248.9 245.6 244.3

050: National Defense ............................................................................................................................................................................. BA ¥0.9 ¥0.7 ¥0.7 ¥0.7 ¥0.7 ¥0.7 ¥0.7 ¥0.8
OT ¥0.7 ¥0.9 ¥0.7 ¥0.7 ¥0.7 ¥0.7 ¥0.7 ¥0.8

150: International Affairs ........................................................................................................................................................................ BA ¥1.5 ¥2.5 ¥3.1 ¥3.4 ¥3.9 ¥2.0 ¥1.9 ¥1.9
OT ¥2.3 ¥3.7 ¥4.1 ¥3.8 ¥3.9 ¥3.7 ¥3.5 ¥3.5

250: Science, Space and Technology ...................................................................................................................................................... BA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
OT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

270: Energy .............................................................................................................................................................................................. BA 0.0 ¥1.0 ¥0.9 ¥0.9 ¥1.3 ¥1.4 ¥1.4 ¥1.5
OT ¥1.6 ¥1.9 ¥2.1 ¥2.1 ¥2.6 ¥2.8 ¥2.7 ¥2.7

300: Natural Resources and Environment .............................................................................................................................................. BA 0.3 0.4 0.4 ¥0.8 ¥0.2 ¥0.4 ¥1.3 ¥0.9
OT 0.2 0.1 0.3 ¥0.9 ¥0.3 ¥0.5 ¥1.5 ¥1.1

350: Agriculture ....................................................................................................................................................................................... BA 10.0 9.5 8.9 8.1 7.9 7.4 6.2 6.0
OT 8.5 8.0 7.5 6.8 6.6 6.1 5.1 4.9

370: Commerce and Housing Credit ....................................................................................................................................................... BA 5.6 4.3 6.7 0.6 1.9 ¥1.3 ¥1.0 ¥1.0
OT ¥16.6 ¥9.5 ¥8.0 ¥9.7 ¥6.2 ¥6.6 ¥4.7 ¥4.6

400: Transportation .................................................................................................................................................................................. BA 27.1 22.7 29.1 30.0 31.0 32.0 31.8 31.5
OT 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5

450: Community and Regional Development .......................................................................................................................................... BA 0.3 ¥0.0 ¥0.0 ¥0.0 ¥0.0 ¥0.1 ¥0.6 ¥0.7
OT ¥0.1 ¥0.3 ¥0.2 ¥0.6 ¥0.6 ¥0.3 ¥0.4 ¥0.4

500: Education, Training, Employment and Social Services .................................................................................................................. BA 16.3 12.4 11.9 12.1 12.8 13.6 13.0 13.2
OT 15.4 13.1 12.0 11.8 12.2 12.9 12.3 12.5

550: Health .............................................................................................................................................................................................. BA 93.8 100.0 106.9 111.2 115.6 120.2 124.9 129.9
OT 93.4 100.0 106.9 111.2 115.6 120.0 124.7 129.7

570: Medicare .......................................................................................................................................................................................... BA 159.6 173.1 181.3 191.0 202.7 213.5 228.8 246.2
OT 158.1 170.7 179.8 189.3 200.2 211.6 226.7 244.0

600: Income Security ............................................................................................................................................................................... BA 185.9 190.7 197.6 206.8 217.1 230.1 235.4 249.2
OT 183.5 188.4 194.9 204.2 214.6 227.9 233.1 246.8

650: Social Security ................................................................................................................................................................................. BA 336.9 354.3 374.0 394.3 415.0 436.7 459.6 483.7
OT 333.7 351.6 370.6 390.7 411.3 433.1 455.8 479.7

700: Veterans Benefits ............................................................................................................................................................................ BA 19.3 19.5 19.9 20.3 20.9 21.2 21.8 22.3
OT 19.4 18.0 19.7 20.2 20.9 22.6 23.4 23.9

750: Administration of Justice ................................................................................................................................................................ BA 0.4 0.4 0.3 0.5 0.5 0.5 0.0 ¥0.0
OT 0.3 0.3 0.3 0.4 0.4 0.4 0.0 ¥0.0

800: General Government ........................................................................................................................................................................ BA 1.0 0.8 0.8 0.9 0.9 0.9 0.6 0.5
OT 1.0 0.9 0.7 0.8 0.9 1.0 0.6 0.6

900: Net Interest ...................................................................................................................................................................................... BA 235.4 258.9 266.0 269.7 276.4 281.9 282.7 283.6
OT 235.3 258.9 266.0 269.7 276.4 281.9 282.7 283.6

950: Undistributed Offsetting Receipts ................................................................................................................................................... BA ¥46.2 ¥40.5 ¥41.3 ¥44.0 ¥43.6 ¥46.1 ¥46.3 ¥51.8
OT ¥46.2 ¥40.5 ¥41.3 ¥44.0 ¥43.6 ¥46.1 ¥46.3 ¥51.8

Total Spending ............................................................................................................................................................................ BA 1043.2 1102.4 1158.0 1195.5 1253.3 1306.0 1351.7 1407.7
OT 981.9 1053.7 1102.8 1144.0 1201.7 1257.6 1305.4 1361.3

Credit levels
The following tables show the credit levels

in the aggregate and by function included in
the conference agreement.

CREDIT LEVELS IN CONFERENCE AGREEMENT BY FUNCTION
[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002

Function 050:
Direct loans .......................................................................................................................................................................................................................... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed loans ................................................................................................................................................................................................................. 1.7 1.7 1.7 1.7 1.7 1.7 1.7

Function 150:
Direct loans .......................................................................................................................................................................................................................... 5.7 5.7 5.7 5.7 5.7 5.7 5.7
Guaranteed loans ................................................................................................................................................................................................................. 18.3 18.3 18.3 18.3 18.3 18.3 18.3

Function 270:
Direct loans .......................................................................................................................................................................................................................... 1.2 1.2 1.2 1.2 1.2 1.2 1.2
Guaranteed loans ................................................................................................................................................................................................................. 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Function 300:
Direct loans .......................................................................................................................................................................................................................... 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Guaranteed loans ................................................................................................................................................................................................................. 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Function 350:
Direct loans .......................................................................................................................................................................................................................... 11.5 11.5 10.9 11.6 11.4 11.1 10.9
Guaranteed loans ................................................................................................................................................................................................................. 5.7 5.7 5.7 5.7 5.7 5.7 5.7

Function 370:
Direct loans .......................................................................................................................................................................................................................... 1.4 1.4 1.4 1.4 1.4 1.4 1.4
Guaranteed loans ................................................................................................................................................................................................................. 123.1 123.1 123.1 123.1 123.1 123.1 123.1

Function 400:
Direct loans .......................................................................................................................................................................................................................... 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Guaranteed loans ................................................................................................................................................................................................................. 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Function 450:
Direct loans .......................................................................................................................................................................................................................... 2.7 2.7 2.7 2.7 2.7 2.7 2.7
Guaranteed loans ................................................................................................................................................................................................................. 1.2 1.2 1.2 1.2 1.2 1.2 1.2

Function 500:
Direct loans .......................................................................................................................................................................................................................... 13.6 16.3 19.1 21.8 21.9 22.0 22.2
Guaranteed loans ................................................................................................................................................................................................................. 16.3 15.9 15.2 14.3 15.0 15.8 16.6

Function 550:
Direct loans .......................................................................................................................................................................................................................... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed loans ................................................................................................................................................................................................................. 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Function 600:
Direct loans .......................................................................................................................................................................................................................... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed loans ................................................................................................................................................................................................................. 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Function 700:
Direct loans .......................................................................................................................................................................................................................... 1.2 1.1 1.0 1.0 1.2 1.4 1.7
Guaranteed loans ................................................................................................................................................................................................................. 26.7 21.6 19.7 18.6 19.3 19.9 20.6

Grand total:
Direct loans .......................................................................................................................................................................................................................... 37.6 40.2 42.3 45.7 45.8 45.8 46.1
Guaranteed loans ................................................................................................................................................................................................................. 193.4 187.9 185.3 183.3 184.7 186.1 187.6
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RECONCILIATION

(Sec. 4 of the House resolution, sec. 105 of the
Senate amendment, and sec. 105 of the con-
ference agreement)
The following tables show the instructions

to the various authorizing committees of the
House and Senate pursuant to section
301(b)(2) and section 310 of the Congressional
Budget Act. Those sections authorize the
concurrent resolution on the budget to in-
clude reconciliation instructions to the var-
ious committees to implement the amounts
and levels in that resolution. The reconcili-
ation instructions in this concurrent resolu-
tion of the budget require the committees to
report changes in law that, based on CBO and
Budget Committee scoring, meet the speci-
fied targets in their instructions. Those leg-
islative changes are to be reported to the ap-
propriate Budget Committee by September
22, 1995.

SENATE COMMITTEE RECONCILIATION INSTRUCTIONS
[Dollars in millions]

Committee 1996 5-Year 7-Year

Agriculture, Nutrition
and Forestry ......... OT ¥$2,503 ¥$29,059 ¥$48,402

Armed Services ......... OT ¥1,571 ¥1,888 ¥2,199
Banking, Housing and

Urban Affairs ........ OT ¥481 ¥1,698 ¥2,391
Commerce, Science

and Transportation OT ¥114 ¥9,088 ¥15,036
Energy and Natural

Resources ............. OT ¥354 ¥4,292 ¥4,001
Environment and

Public Works ......... OT ¥118 ¥1,308 ¥2,250
Finance ..................... OT ¥15,328 ¥272,974 ¥530,359
Governmental Affairs DR ¥524 ¥5,357 ¥9,844
Judiciary .................... OT ................... ¥238 ¥476
Labor and Human

Resources ............. OT ¥809 ¥6,956 ¥10,779
Veterans’ Affairs ....... OT ¥274 ¥3,614 ¥6,392

Total reconcili-
ation instruc-
tions ............ OT ¥22,076 ¥336,472 ¥632,129

RECONCILIATION BY HOUSE COMMITTEE
[In millions of dollars]

Committee 1996 1996 to
2000

1996 to
2002

Agriculture:
Food stamps ............................. 26,748 133,246 192,270

RECONCILIATION BY HOUSE COMMITTEE—Continued
[In millions of dollars]

Committee 1996 1996 to
2000

1996 to
2002

All other programs ................... 10,506 44,741 59,232
Banking and Financial Services: Di-

rect spending ................................ ¥13,087 ¥50,061 ¥65,112
Commerce: Direct spending .............. 285,537 1,592,240 2,361,708
Economic & Educational Opportuni-

ties:
Direct spending ........................ 16,026 77,346 110,936
Authorization ............................ ¥720 ¥5,810 ¥8,770

Government Reform & Oversight:
Direct spending ........................ 57,743 310,364 449,583
Deficit reduction ....................... ¥85 ¥775 ¥1,127

International Relations:
Direct spending ........................ 14,243 82,072 83,221
Deficit reduction ....................... ¥1 ¥14 ¥22

Judiciary: Direct spending ................. 2,580 13,734 19,530
National Security: Direct spending ... 39,601 226,931 331,210
Resources: Direct spending .............. 1,536 7,816 12,871
Transportation & Infrastructure: Di-

rect spending ................................ 16,615 83,070 116,811
Veterans Affairs: Direct spending ..... 19,041 106,163 154,884
Ways & Means: Direct spending ....... 349,172 2,010,751 3,002,706
Offset to Multiple Jurisdictions:

Direct spending ........................ ¥9,830 ¥140,151 ¥269,826
Deficit reduction ....................... 1 14 22

Total
Direct spending ................... 816,630 4,478,262 6,550,004
Deficit reduction .................. ¥85 ¥875 ¥1,387
Revenues .............................. 0 1,304,215 7,938,254
Authorization ........................ ¥720 ¥5,810 ¥8,770

Ways & Means Revenues .................. ............... 1,304,215 7,938,254

The conference agreement includes in the
reconciliation directives an instruction to
increase the statutory limit on the public
debt. The conferees intend that the debt
limit be enacted as separated legislation and
not as part of reconciliation. However, if
debt limit legislation has not been enacted
this instruction would authorize the com-
mittees of jurisdiction to include the debt
limit in the reconciliation bill.

Because the goal of this resolution is to
achieve a balanced budget in 2002 in a man-
ner that generates economic dividends, the
conferees discourage committees from at-
tempting to meet their reconciliation in-
structions with changes that only appear to
reduce the deficit (through timing changes
or other artifices) rather than changes with
real economic effects. For example, the 1993
budget reconciliation bill included a provi-
sion directing the Federal Reserve to trans-

fer $213 million from its surplus capital ac-
count to the Treasury over 1997 and 1998. Be-
cause the Federal Reserve is not included in
the unified budget, the slated transfer was
counted as savings for reconciliation pur-
poses even though there is general agree-
ment that the transfer is a timing gimmick,
acts like an intragovernmental transfer, and
leaves the private sector and the rest of the
economy unaffected. The Congressional
Budget Office concurs with the conferees
that such a transfer has no real economic
impact on the deficit. Given this understand-
ing, the conferees (using the authority pro-
vided to the budget committees for estimat-
ing outlays and revenues by section 310(d)(4)
of the Congressional Budget Act) direct the
Congressional Budget Office to not score any
savings for any new legislation that might
affect the Federal Reserve’s transfer of the
surplus capital account to the Treasury.

ALLOCATIONS AMONG COMMITTEES

Sections 302(a) and 602(a) of the Congres-
sional Budget Act of 1974 (the Budget Act)
require the joint explanatory statement of
managers accompanying the conference re-
port on a concurrent resolution on the budg-
et (the budget resolution) to include com-
mittee allocations, based on the amounts in
the budget resolution as recommended in the
conference report. These allocations allocate
the appropriate level of total new budget au-
thority, outlays, new entitlement authority
(for the House only), and Social Security
outlays (for the Senate only) in the budget
resolution among each committee of the
Senate and the House of Representatives
that has jurisdiction over legislation provid-
ing those amounts.

Section 602 further requires that the allo-
cations include an allocation for the first fis-
cal year covered by the budget resolution
(fiscal year 1996) and for the total of the first
fiscal year and the four succeeding fiscal
years covered by the budget resolution (fis-
cal years 1996 through 2000). These alloca-
tions form the basis for congressional en-
forcement of the budget resolution through
points of order under the Budget Act. These
allocations follow:

SENATE COMMITTEE BUDGET AUTHORITY AND OUTLAY ALLOCATIONS PURSUANT TO SECTION 302 OF THE CONGRESSIONAL BUDGET ACT BUDGET YEAR TOTAL: 1996
[In millions of dollars]

Committee

Direct spending jurisdiction Entitlements funded in
annual appropriations

Budget
authority Outlays Budget

authority Outlays

Appropriations ............................................................................................................................................................................................................................................................................ 772,349 807,374 ................... ...................
Appropriations (Violent Crime Trust Fund) ................................................................................................................................................................................................................................ 4,087 2,227 ................... ...................
Agriculture, Nutrition, and Forestry ............................................................................................................................................................................................................................................ 6,896 4,859 18,566 8,096
Armed Services ........................................................................................................................................................................................................................................................................... 40,159 39,806 ................... ...................
Banking, Housing, and Urban Affairs ........................................................................................................................................................................................................................................ 4,143 ¥8,527 ................... ...................
Commerce, Science, and Transportation ................................................................................................................................................................................................................................... 2,619 ¥33 584 581
Energy and Natural Resources ................................................................................................................................................................................................................................................... 1,121 951 48 37
Environment and Public Works .................................................................................................................................................................................................................................................. 19,811 1,750 ................... ...................
Finance ....................................................................................................................................................................................................................................................................................... 631,582 628,118 119,856 120,666
Foreign Relations ........................................................................................................................................................................................................................................................................ 13,926 14,093 ................... ...................
Governmental Affairs .................................................................................................................................................................................................................................................................. 51,873 50,760 ................... ...................
Judiciary ...................................................................................................................................................................................................................................................................................... 2,227 2,170 230 229
Labor and Human Resources ..................................................................................................................................................................................................................................................... 6,117 6,276 2,155 1,869
Rules and Administration .......................................................................................................................................................................................................................................................... 94 204 ................... ...................
Veterans Affairs .......................................................................................................................................................................................................................................................................... 1,400 1,423 19,235 17,686
Select Indian Affairs .................................................................................................................................................................................................................................................................. 409 378 ................... ...................
Small Business ........................................................................................................................................................................................................................................................................... 3 ¥450 ................... ...................
Not allocated to committees ...................................................................................................................................................................................................................................................... ¥273,356 ¥263,279 ................... ...................

Total ................................................................................................................................................................................................................................................................................... 1,285,500 1,288,100 160,674 149,164

SENATE COMMITTEE BUDGET AUTHORITY AND OUTLAY ALLOCATIONS PURSUANT TO SECTION 302 OF THE CONGRESSIONAL BUDGET ACT FIVE-YEAR TOTAL: 1996–2000
[In millions of dollars]

Committee

Direct spending jurisdiction Entitlements funded in
annual appropriations

Budget au-
thority Outlays Budget au-

thority Outlays

Agriculture, Nutrition, and Forestry ............................................................................................................................................................................................................................................ 16,389 4,241 86,339 46,402
Armed Services ........................................................................................................................................................................................................................................................................... 228,914 227,993 ................... ...................
Banking, Housing, and Urban Affairs ........................................................................................................................................................................................................................................ 21,890 ¥33,850 ................... ...................
Commerce, Science, and Transportation ................................................................................................................................................................................................................................... 5,389 ¥8,794 3,254 3,236
Energy and Natural Resources ................................................................................................................................................................................................................................................... 4,490 4,179 228 232
Environment and Public Works .................................................................................................................................................................................................................................................. 121,753 5,724 ................... ...................



CONGRESSIONAL RECORD — HOUSE H 6289June 26, 1995
SENATE COMMITTEE BUDGET AUTHORITY AND OUTLAY ALLOCATIONS PURSUANT TO SECTION 302 OF THE CONGRESSIONAL BUDGET ACT FIVE-YEAR TOTAL: 1996–2000—Continued

[In millions of dollars]

Committee

Direct spending jurisdiction Entitlements funded in
annual appropriations

Budget au-
thority Outlays Budget au-

thority Outlays

Finance ....................................................................................................................................................................................................................................................................................... 3,393,472 3,377,584 657,433 658,546
Foreign Relations ........................................................................................................................................................................................................................................................................ 57,253 61,166 ................... ...................
Governmental Affairs .................................................................................................................................................................................................................................................................. 280,326 275,090 ................... ...................
Judiciary ...................................................................................................................................................................................................................................................................................... 11,593 11,305 1,153 1,149
Labor and Human Resources ..................................................................................................................................................................................................................................................... 26,159 25,023 12,186 11,427
Rules and Administration .......................................................................................................................................................................................................................................................... 470 556 ................... ...................
Veterans Affairs .......................................................................................................................................................................................................................................................................... 6,228 7,247 100,341 99,237
Select Indian Affairs .................................................................................................................................................................................................................................................................. 2,149 1,987 ................... ...................
Small Business ........................................................................................................................................................................................................................................................................... 12 ¥1,745 ................... ...................

FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-
SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

HOUSE APPROPRIATIONS
COMMITTEE

Current level (enacted law):
050 National Defense ....... 214 214 0
150 International Affairs .. 169 169 0
300 Natural Resources

and Environment ............. 2,094 1,947 0
350 Agriculture ................. 11,967 1,530 0
370 Commerce and Hous-

ing Credit ......................... 38 138 0
400 Transportation ............ 584 581 0
500 Education, Training,

Employment, and Social
Services ............................ 11,298 11,243 0

550 Health ........................ 103,457 103,461 0
570 Medicare .................... 54,785 54,785 0
600 Income Security ......... 53,673 54,192 0
650 Social Security ........... 23 23 0
700 Veterans Benefits and

Services ............................ 19,346 17,783 0
750 Administration of Jus-

tice ................................... 411 409 0
800 General Government .. 7,902 7,890 0
900 Net Interest ................ 15 15 0

Subtotals .......................... 265,976 254,381 0

HOUSE APPROPRIATONS
COMMITTEE:

Discretionary appropriations ac-
tion (assumed legislation):

050 National Defense ....... 265,406 264,043 0
150 International Affairs .. 18,292 20,718 0
250 General Science,

Space and Technology ..... 16,656 16,754 0
270 Energy ........................ 5,545 6,403 0
300 Natural Resources

and Environment ............. 19,107 20,153 0
350 Agriculture ................. 3,585 3,793 0
370 Commerce and Hous-

ing Credit ......................... 2,333 2,575 0
400 Transportation ............ 13,887 38,444 0
450 Community and Re-

gional Development ......... 6,601 10,261 0
500 Education, Training,

Employment, and Social
Services ............................ 35,962 40,345 0

550 Health ........................ 20,943 21,164 0
570 Medicare .................... 2,992 2,992 0
600 Income Security ......... 35,204 390,234 0
650 Social Security ........... 0 2,574 0
700 Veterans Benefits and

Services ............................ 18,022 18,933 0
750 Administration of Jus-

tice ................................... 15,387 16,154 0
800 General Government .. 11,581 12,033 0
920 Allowances ................. ¥6,429 ¥4,805 0

Subtotals .......................... 485,074 531,768 0
Violent Crime Reduction Trust

Fund:
750 Administration of Jus-

tice ................................... 4,087 2,227 0
Discretionary action by other com-

mittees (assumed entitlement
legislation):

500 Education, training,
employment, and social
services ............................ ¥1,686 ¥1,138 0

550 Health ........................ ¥3,719 ¥3,719 0
600 Income security .......... 20,197 20,200 0
700 Veterans benefits and

services ............................ ¥208 ¥195 0
750 Administration of jus-

tice ................................... ¥4 ¥4 0
800 General government ... 4 4 0

Subtotals .......................... 14,584 15,148 0
Committee totals ............. 769,720 803,523 0

HOUSE AGRICULTURE COMMITTEE
Current level (enacted law):

150 International affairs .. ¥474 ¥474 0

FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-
SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT—Contin-
ued

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

270 Energy ........................ 0 ¥645 0
300 Natural Resources

and Environment ............. 471 483 0
350 Agriculture ................. 9,041 7,636 8,896
400 Transportation ............ 40 40 0
450 Community and Re-

gional Development ......... 257 237 0
600 Income Security ......... 0 0 11
800 General government ... 251 250 0
900 Net Interest ................ 0 0 15

Subtotals .......................... 9,585 7,527 8,922

Discretionary action (Assumed
legislation):

350 Agriculture ................. ¥992 ¥992 ¥992
600 Income Security ......... ................... ................... 1,169

Subtotals .......................... ¥992 ¥992 177
Committee totals ............. 8,593 6,535 9,099

HOUSE NATIONAL SECURITY
COMMITTEE

Current level (enacted law):
050 National Defense ....... 12,592 12,355 0
300 Natural Resources

and Environment ............. 3 2 0
400 Transportation ............ 0 ¥5 0
500 Education, Training,

Employment, and Social
Services ............................ 4 3 0

600 Income Security ......... 28,534 28,427 0
700 Veterans Benefits and

Services ............................ 197 190 190

Subtotals .............................. 41,330 40,971 190

Discretionary action (Assumed
legislation):

600 Income security .......... 382 382 382
950 Undistributed Offset-

ting receipts .................... ¥1,550 ¥1,550 0

Subtotals .......................... ¥1,168 ¥1,168 382
Committee totals ............. 40,162 39,803 572

HOUSE BANKING AND FINANCIAL
SERVICES COMMITTEE

Current level (enacted law):
150 International Affairs .. ¥585 ¥1,930 0
370 Commerce and Hous-

ing Credit ......................... 364 ¥9,258 0
450 Community and Re-

gional Development ......... 5 ¥79 0
600 Income Security ......... 50 100 0
800 General Government .. 6 ¥27 0
900 Net Interest ................ 3,118 3,118 0

Subtotals .......................... 2,959 ¥8,074 0

Discretionary action (assumed
legislation):

370 Commerce and Hous-
ing Credit ......................... ¥210 ¥210 0

450 Community and Re-
gional Development ......... ¥271 ¥271 0

Subtotals .......................... ¥481 ¥481 0
Committee totals ............. 2,478 ¥8,555 0

HOUSE ECONOMIC AND EDU-
CATIONAL OPPORTUNITIES
COMMITTEE

Current level (enacted law):
500 Education, Training,

Employment, and Social
Services ............................ 3,891 3,726 4,833

600 Income Security ......... 153 143 9,575

Subtotals .......................... 4,044 3,870 14,409

FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-
SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT—Contin-
ued

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

Discretionary action (assumed
legislation):

500 Education, Training,
Employment, and Social
Services ............................ ¥1,068 ¥723 ¥723

600 Income Security ......... 940 845 ¥1,292

Subtotals .......................... ¥128 122 ¥2,015
Committee totals ............. 3,916 3,992 12,394

HOUSE COMMERCE COMMITTEE
Current level (enacted law):

300 Natural Resources
and Environment ............. 0 3 0

500 Education, Training,
Employment, and Social
Services ............................ 1 1 0

550 Health ........................ 496 489 99,517
800 General Government .. 8 8 0

Subtotals .......................... 506 501 99,517
Discretionary action (assumed

legislation):
270 Energy ........................ 0 150 0
370 Commerce and Hous-

ing Credit ......................... ¥69 ¥69 0
550 Health ........................ ¥86 ¥86 ¥3,619
950 Undistributed offset-

ting receipts .................... ¥400 ¥400 0

Subtotals .......................... ¥555 ¥405 ¥3,619
Committee totals ............. ¥49 96 95,898

HOUSE INTERNATIONAL RELATIONS
COMMITTEE

Current level (enacted law)
150 International Affairs .. 13,416 13,580 0
400 Transportation ............ 7 10 0
600 Income Security ......... 506 506 494
800 General Government .. 5 5 0

Subtotals .......................... 13,933 14,100 494

Discretionary action (assumed
legislation):

950 Undistributed offset-
ting receipts .................... ¥3 ¥3 0

Subtotals .......................... ¥3 ¥3 0
Committee totals ............. 13,930 14,097 494

HOUSE GOVERNMENT REFORM
AND OVERSIGHT COMMITTEE

Current level (enacted law):
550 Health ........................ 0 ¥44 3,818
600 Income Security ......... 39,209 38,140 38,140
750 Administration of Jus-

tice ................................... 40 40 40
800 General Government .. 12,870 12,870 0
900 Net Interest ................ 93 93 0

Subtotals .......................... 52,212 51,099 41,998

Discretionary action (assumed
legislation):

550 Health ........................ 0 0 ¥100
750 Administration of Jus-

tice ................................... 0 0 ¥4
800 General Government .. ¥100 ¥100 ¥2
950 Undistributed offset-

ting receipts .................... ¥336 ¥336 0

Subtotals .......................... ¥436 ¥436 ¥106
Committee totals ............. 51,776 50,663 41,892

HOUSE OVERSIGHT COMMITTEE
Current level (enacted law):

500 Education, Training,
Employment, and Social
Services ............................ 21 18 0
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FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-

SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT—Contin-
ued

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

800 General Government .. 72 186 275

Subtotals .......................... 93 204 275
Committee totals ............. 93 204 275

HOUSE RESOURCES COMMITTEE
Current level (enacted law):

270 Energy ........................ ¥93 ¥377 0
300 Natural Resources

and Environment ............. 772 700 0
370 Commerce and Hous-

ing Credit ......................... 67 11 0
450 Community and Re-

gional Development ......... 405 373 0
550 Health ........................ 5 5 0
800 General Government .. 863 865 165

Subtotals .......................... 2,018 1,577 165

Discretionary action (assumed
legislation):

300 Natural Resources
and Environment ............. ¥29 ¥27 0

950 Undistributed offset-
ting receipts .................... ¥77 ¥77 0

Subtotals .......................... ¥106 ¥104 0
Committee totals ............. 1,912 1,473 165

HOUSE JUDICIARY COMMITTEE
Current level (enacted law):

370 Commerce and Hous-
ing Credit ......................... 197 197 0

600 Income Security ......... 62 18 9
750 Administration of Jus-

tice ................................... 1,451 1,439 233
800 General Government .. 517 517 0

Subtotals .......................... 2,227 2,170 242
Committee totals ............. 2,227 2,170 242

HOUSE TRANSPORTATION AND
INFRASTRUCTURE COMMITTEE

Current level (enacted law):
270 Energy ........................ 943 820 0
300 Natural Resources

and Environment ............. 417 361 0
400 Transportation ............ 22,227 12 581
450 Community and Re-

gional Development ......... 5 105 0
600 Income Security ......... 14,795 14,774 0
800 General Government .. 16 16 0

Subtotals .......................... 38,403 16,088 581

Discretionary action (assumed
legislation):

300 Natural resources and
environment ..................... ¥6 ¥6 0

400 Transportation ............ ¥45 ¥45 0

FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-
SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT—Contin-
ued

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

450 Community and re-
gional development ......... ¥12 ¥12 0

Subtotals .......................... ¥63 ¥12 0
Committee totals ............. 38,340 16,025 581

HOUSE SCIENCE COMMITTEE
Current level (enacted law):

250 General science,
space, and technology ..... 39 39 0

500 Education, training,
employment, and social
services ............................ 1 1 0

Subtotals .......................... 40 40 0
Committee totals ............. 40 40 0

HOUSE SMALL BUSINESS
COMMITTEE

Current level (Enacted law):
370 Commerce and hous-

ing credit ......................... 3 ¥164 0
450 Community and re-

gional development ......... 0 ¥286 0

Subtotals .......................... 3 ¥450 0
Committee totals ............. 3 ¥450 0

HOUSE VETERANS AFFAIRS
COMMITTEE

Current level (enacted law):
700 Veterans Benefits and

Services ............................ 1,519 1,532 19,303

Subtotals .......................... 1,519 1,532 19,303

Discretionary action (assumed
legislation):

700 Veterans Benefits and
Services ............................ ¥79 ¥79 ¥195

Subtotals .......................... ¥79 ¥79 195
Committee totals ............. 1,440 1,453 19,108

HOUSE WAYS AND MEANS
COMMITTEE

Current level (enacted law):
500 Education, training,

employment, and social
services ............................ 0 0 8,152

550 Health ........................ 0 ¥28 0
570 Medicare .................... 206,253 203,935 199,066
600 Income security .......... 43,611 42,484 36,916
650 Social Security ........... 7,371 7,371 0
750 Administration of Jus-

tice ................................... 405 370 0
800 General government ... 540 534 0
900 Net interest ................ 373,259 373,259 373,259

FISCAL YEAR 1996—ALLOCATION OF SPENDING RESPON-
SIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC.
602(a) OF THE CONGRESSIONAL BUDGET ACT—Contin-
ued

[In millions of dollars]

Budget au-
thority Outlays

Entitle-
ment au-

thority

Subtotals .......................... 631,438 627,926 617,393

Discretionary action (assumed
legislation):

500 Education, training,
employment, and social
services ............................ 0 0 ¥1,138

570 Medicare .................... ¥8,000 ¥8,000 0
600 Income security .......... 1,821 1,369 ¥2,380
900 Net interest ................ ¥984 ¥984 ¥984

Subtotals .......................... ¥7,164 ¥7,615 ¥4,502
Committee totals ............. 624,275 620,311 612,891

UNASSIGNED
Current level (enacted law):

050 National Defense ....... ¥13,511 ¥13,512 0
150 International Affairs .. ¥15,018 ¥15,064 0
250 General Science,

Space, and Technology .... 5 8 0
270 Energy ........................ ¥1,794 ¥1,850 0
300 Natural Resources

and Environment ............. ¥3,329 ¥3,315 0
350 Agriculture ................. ¥10,501 ¥167 0
370 Commerce and Hous-

ing Credit ......................... ¥123 ¥120 0
400 Transportation ............ ¥101 ¥137 0
450 Community and Re-

gional Development ......... ¥389 ¥428 0
500 Education, Training,

Employment, and Social
Services ............................ ¥26 ¥77 0

550 Health ........................ ¥96 ¥141 0
570 Medicare .................... ¥79,930 ¥80,012 0
600 Income Security ......... ¥13,235 ¥13,214 0
650 Social Security ........... ¥1,494 ¥1,468 0
700 Veterans Benefits and

Services ............................ ¥1,296 ¥1,263 0
750 Administration of Jus-

tice ................................... ¥1,977 ¥1,935 0
800 General Government .. ¥22,439 ¥22,457 0
900 Net interest ................ ¥77,102 ¥77,102 ¥62,907
920 Allowances ................. 29 5 0
950 Undistributed offset-

ting receipts .................... ¥31,334 ¥31,334 0

Subtotals .......................... ¥273,663 ¥263,585 ¥62,907

Discretionary action (assumed
legislation):

800 General government ... 306 306 ...............

Subtotals .......................... 306 306 0
Committee totals ............. ¥273,357 ¥263,279 ¥62,907

Total—Current level ........ 792,623 749,875 740,583
Total—Discretionary ac-

tion .............................. 492,876 538,225 ¥9,878

Grand totals ................ 1,285,500 1,288,100 730,705

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a) OF THE CONGRESSIONAL BUDGET ACT
[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996 to 2000

Appropriations Committee
Current level:

Budget authority ....................................................................................................................................................................................... 265,976 290,731 312.480 340,215 375,556 1,584,958
Outlays ...................................................................................................................................................................................................... 254,381 281,819 304,617 332,962 370,563 1,544,342

Discretionary action:
Defense:

Budget authority .............................................................................................................................................................................. 265,406 267,962 269,731 272,380 275,064 1,350,543
Outlays ............................................................................................................................................................................................. 264,043 265,734 264,531 267,883 271,571 1,333,762

International:
Budget authority .............................................................................................................................................................................. 18,292 17,081 15,780 15,100 14,733 80,986
Outlays ............................................................................................................................................................................................. 20,718 19,192 17,680 16,490 15,620 89,700

Domestic:
Budget authority .............................................................................................................................................................................. 205,463 202,387 210,608 201,227 206,082 1,025,839
Outlays ............................................................................................................................................................................................. 249,234 239,216 235,322 231,747 233,268 1,188,786
Subtotal:

Budget authority ..................................................................................................................................................................... 489,161 487,430 496,192 488,707 495,879 2,457,369
Outlays .................................................................................................................................................................................... 533,995 524,141 517,533 516,121 520,459 2,612,249

Discretionary action by other committees:
Budget authority ....................................................................................................................................................................................... 14,584 6,430 735 ¥8,551 ¥18,065 ¥4,867
Outlays ...................................................................................................................................................................................................... 15,148 6,638 212 ¥8,644 ¥18,126 ¥4,772
Committee total:

Budget authority .............................................................................................................................................................................. 769,720 784,591 809,406 820,370 853,370 4,037,457
Outlays ............................................................................................................................................................................................. 803,523 812,599 822,361 840,439 872,896 4,151,818

Agriculture Committee
Current level (Enacted law):

Budget authority ....................................................................................................................................................................................... 9,585 9,448 9,331 9,125 8,877 46,366
Outlays ...................................................................................................................................................................................................... 7,527 7,121 7,092 6,747 6,504 34,991

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥992 ¥1,332 ¥1,960 ¥1,915 ¥2,278 ¥8,477
Outlays ...................................................................................................................................................................................................... ¥992 ¥1,332 ¥1,960 ¥1,915 ¥2,278 ¥8,477
Committee total:

Budget authority .............................................................................................................................................................................. 8,593 8,116 7,371 7,210 6,599 37,889
Outlays ............................................................................................................................................................................................. 6,535 5,789 5,132 4,832 4,226 26,514

New entitlement authority ................................................................................................................................................................................. 177 ¥112 ¥696 ¥608 ¥925 ¥2,164
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a) OF THE CONGRESSIONAL BUDGET ACT—Continued

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996 to 2000

National Security Committee
Current level (Enacted Law):

Budget authority ....................................................................................................................................................................................... 41,330 43,031 44,997 47,812 50,017 227,187
Outlays ...................................................................................................................................................................................................... 40,971 42,825 44,864 47,640 49,840 226,140

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥1,168 1,119 1,120 354 308 1,733
Outlays ...................................................................................................................................................................................................... ¥1,168 1,119 1,120 354 308 1,733
Committee total:

Budget authority .............................................................................................................................................................................. 40,162 44,150 46,117 48,166 50,325 228,920
Outlays ............................................................................................................................................................................................. 39,803 43,944 45,984 47,994 50,148 227,873

New entitlement authority ................................................................................................................................................................................. 382 642 650 ¥91 ¥116 1,467
BANKING AND FINANCIAL SERVICES COMMITTEE

Current level (enacted law):
Budget authority ....................................................................................................................................................................................... 2,959 2,345 1,767 1,265 1,447 9,783
Outlays ...................................................................................................................................................................................................... ¥8,074 ¥6,105 ¥7,441 ¥5,484 ¥4,782 ¥31,886

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥481 ¥284 ¥297 ¥311 ¥325 ¥1,709
Outlays ...................................................................................................................................................................................................... ¥481 ¥284 ¥297 ¥311 ¥325 ¥1,698
Committee total

Budget authority .............................................................................................................................................................................. 2,478 2,061 1,470 954 1,122 8,085
Outlays ............................................................................................................................................................................................. ¥8,555 ¥6,389 ¥7,738 ¥5,795 ¥5,107 ¥33,584

ECONOMIC OPPORTUNITY COMMITTEE
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 4,044 3,224 3,084 3,377 3,617 17,346
Outlays ...................................................................................................................................................................................................... 3,870 3,067 2,726 2,898 3,133 15,694

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥128 ¥211 ¥406 ¥613 ¥618 1,976
Outlays ...................................................................................................................................................................................................... 122 ¥174 ¥334 ¥537 ¥611 ¥1,534
Committee total:
Budget authority ....................................................................................................................................................................................... 3,916 3,013 2,678 2,764 2,999 15,370
Outlays ...................................................................................................................................................................................................... 3,992 2,893 2,392 2,361 2,522 14,160

New entitlement authority ................................................................................................................................................................................. ¥2,015 ¥3,281 ¥2,056 ¥2,135 ¥1,978 ¥11,465
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 506 499 487 442 423 2,357
Outlays ...................................................................................................................................................................................................... 501 495 484 441 422 2,343

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥555 ¥1,862 ¥2,466 ¥3,197 ¥3,301 ¥11,381
Outlays ...................................................................................................................................................................................................... ¥405 ¥1,854 ¥2,476 ¥3,285 ¥3,460 ¥11,480
Committee total:

Budget authority .............................................................................................................................................................................. ¥49 ¥1,363 ¥1,979 ¥2,755 ¥2,878 ¥9,024
Outlays ............................................................................................................................................................................................. 96 ¥1,359 ¥1,992 ¥2,844 ¥3,038 ¥9,137

New entitlement authority ................................................................................................................................................................................. ¥3,619 ¥7,886 ¥15,840 ¥24,361 ¥33,229 ¥84,935

INTERNATIONAL RELATIONS COMMITTEE
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 13,933 12,778 11,140 9,373 10,064 57,288
Outlays ...................................................................................................................................................................................................... 14,100 13,440 12,359 10,922 10,380 61,201

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥3 ¥4 ¥4 ¥4 ¥4 ¥19
Outlays ...................................................................................................................................................................................................... ¥3 ¥4 ¥4 ¥4 ¥4 ¥19
Committee total:

Budget authority .............................................................................................................................................................................. 13,930 12,774 11,136 9,369 10,060 57,269
Outlays ............................................................................................................................................................................................. 14,097 13,436 12,355 10,918 10,376 61,182

New entitlement authority ................................................................................................................................................................................. 0 0 ¥1 ¥2 ¥3 ¥6
Government Reform and Oversight Committee

Current level (enacted law):
Budget authority ....................................................................................................................................................................................... 52,212 54,388 56,472 58,656 60,980 282,708
Outlays ...................................................................................................................................................................................................... 51,099 53,381 55,541 57,652 59,799 277,472

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥436 ¥558 ¥580 ¥636 ¥693 ¥2,903
Outlays ...................................................................................................................................................................................................... ¥436 ¥558 ¥580 ¥636 ¥693 ¥2,903
Committee total:
Budget authority ....................................................................................................................................................................................... 51,776 53,830 55,892 58,020 60,287 279,805
Outlays ...................................................................................................................................................................................................... 50,663 52,823 54,961 57,016 59,106 274,569

New entitlement authority ................................................................................................................................................................................. ¥106 ¥227 ¥475 ¥759 ¥1,162 ¥2,729
Oversight Committee

Current level (enacted law):
Budget authority ....................................................................................................................................................................................... 93 93 93 94 95 468
Outlays ...................................................................................................................................................................................................... 204 28 26 54 242 554

Public Lands and Resources Committee
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 2,018 2,172 2,254 2,221 2,231 10,896
Outlays ...................................................................................................................................................................................................... 1,577 1,765 2,230 2,296 2,282 10,150

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥106 ¥882 ¥2,564 428 426 ¥2,698
Outlays ...................................................................................................................................................................................................... ¥104 ¥881 ¥2,563 428 427 ¥2,693
Committee total:
Budget authority ....................................................................................................................................................................................... 1,912 1,290 ¥310 2,649 2,657 8,198
Outlays ...................................................................................................................................................................................................... 1,473 884 ¥333 2,724 2,709 7,457

Judiciary Committee
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 2,227 2,320 2,330 2,425 2,529 11,831
Outlays ...................................................................................................................................................................................................... 2,170 2,264 2,273 2,367 2,469 11,543

Discretionary action:
Budget authority ....................................................................................................................................................................................... 0 0 0 ¥119 ¥119 ¥238
Outlays ...................................................................................................................................................................................................... 0 0 0 ¥119 ¥119 ¥238
Committee total:
Budget authority ....................................................................................................................................................................................... 2,227 2,320 2,330 2,306 2,410 11,593
Outlays ...................................................................................................................................................................................................... 2,170 2,264 2,273 2,248 2,350 11,305

Transportation and Infrastructure Committee
Current level (enacted law):

Budget authority ....................................................................................................................................................................................... 38,403 42,369 16,419 16,658 16,752 130,601
Outlays ...................................................................................................................................................................................................... 16,088 15,858 15,906 16,109 16,291 80,252

Discretionary action:
Budget authority ....................................................................................................................................................................................... ¥63 2,218 29,295 30,215 31,179 92,844
Outlays ...................................................................................................................................................................................................... ¥63 ¥71 ¥73 ¥124 ¥126 ¥457
Committee total:
Budget authority ....................................................................................................................................................................................... 38,340 44,588 45,714 46,873 47,931 223,446
Outlays ...................................................................................................................................................................................................... 16,025 15,787 15,833 15,985 16,165 79,795

Science Committee
Current level (Enacted Law):

Budget authority ....................................................................................................................................................................................... 40 41 41 41 41 204
Outlays ...................................................................................................................................................................................................... 40 41 41 41 41 204

Small Business Committee
Current level (Enacted law):

Budget authority ....................................................................................................................................................................................... 3 3 2 2 2 12
Outlays ...................................................................................................................................................................................................... ¥450 ¥170 ¥526 ¥452 ¥147 ¥1,745

Veterans’ Affairs Committee
Current level (Enacted Law):

Budget authority ....................................................................................................................................................................................... 1,519 1,450 1,389 1,315 1,241 6,914
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a) OF THE CONGRESSIONAL BUDGET ACT—Continued

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996 to 2000

Outlays ...................................................................................................................................................................................................... 1,532 1,538 1,559 1,568 1,473 7,670
Discretionary action:

Budget authority ....................................................................................................................................................................................... ¥79 ¥82 ¥169 ¥175 ¥181 ¥686
Outlays ...................................................................................................................................................................................................... ¥79 ¥82 ¥169 ¥175 ¥181 ¥686
Committee total:

Budget authority .............................................................................................................................................................................. 1,440 1,368 1,220 1,140 1,060 6,228
Outlays ............................................................................................................................................................................................. 1,453 1,456 1,390 1,393 1,292 6,984

New entitlement authority ................................................................................................................................................................................. ¥195 ¥265 ¥323 ¥988 ¥1,157 ¥2,928
Ways and Means Committee

Current level (Enacted Law):
Budget authority ....................................................................................................................................................................................... 631,438 669,276 707,615 754,639 802,487 3,565,455
Outlays ...................................................................................................................................................................................................... 627,926 666,305 704,666 750,789 799,709 3,549,395

Discretionary action
Budget authority ....................................................................................................................................................................................... ¥7,163 ¥22,273 ¥36,432 ¥53,445 ¥73,586 ¥192,899
Outlays ...................................................................................................................................................................................................... ¥7,615 ¥22,270 ¥36,458 ¥53,433 ¥73,569 ¥193,345
Committee total:

Budget authority .............................................................................................................................................................................. 624,275 647,003 671,183 701,194 728,901 3,372,556
Outlays ............................................................................................................................................................................................. 620,311 644,035 668,208 697,356 726,140 3,356,050

New Entitlement Authority ¥4,502 ¥9,505 ¥14,956 ¥22,376 ¥31,556 ¥82,895
Unassigned to Committee

Current level (Enacted Law):
Budget authority ....................................................................................................................................................................................... ¥273,663 ¥280,148 ¥291,012 302,806 ¥321,143 ¥1,468,772
Outlays ...................................................................................................................................................................................................... ¥263,585 ¥271,832 ¥283,116 ¥295,979 ¥315,185 ¥1,429,697

Discretionary action:
Budget authority ....................................................................................................................................................................................... 306 569 946 1,308 1,763 4,892
Outlays ...................................................................................................................................................................................................... 306 569 946 1,308 1,763 4,892
Committee total:

Budget authority .............................................................................................................................................................................. ¥273,357 ¥279,579 ¥290,065 ¥301,497 ¥319,380 ¥1,463,878
Outlays ............................................................................................................................................................................................. ¥263,279 ¥271,264 ¥282,169 ¥294,671 ¥313,422 ¥1,424,805

Total current level:
Budget authority ....................................................................................................................................................................................... 792,623 854,021 878,891 944,854 1,015,216 4,485,605
Outlays ...................................................................................................................................................................................................... 749,875 811,843 863,304 930,572 1,003,035 4,358,629

Total discretionary action:
Budget authority ....................................................................................................................................................................................... 492,876 470,278 483,409 452,046 430,384 2,328,993
Outlays ...................................................................................................................................................................................................... 538,225 504,957 474,897 449,028 423,465 2,390,572
Grand totals:

Budget authority .............................................................................................................................................................................. 1,285,500 1,324,300 1,362,300 1,396,900 1,445,600 6,814,600
Outlays ............................................................................................................................................................................................. 1,288,100 1,316,800 1,338,200 1,379,600 1,426,500 6,749,200

Total new entitlement authority .......................................................................................................................................................... ¥9,878 ¥20,634 ¥33,697 ¥51,319 ¥70,126 ¥185,654

ECONOMIC ASSUMPTIONS

Section 301(g)(2) of the Congressional
Budget Act requires the joint explanatory
statement accompanying a conference report
on a budget resolution to set forth the com-
mon economic assumptions upon which the
joint statement and conference report are
based. The conference agreement is based on
the economic forecast and projections pre-
pared by the Congressional Budget Office,
adjusted for anticipated revisions to the
consumer price index (CPI) beginning in 1998.

House resolution
The House budget resolution assumed that

beginning in 1999, the CPI growth projection
is revised by 0.6 percentage points a year
compared to CBO’s assumptions published in
its January economic and budget report.
CBO’s new assessment that the planned 1998
benchmark revision of the CPI by the Bureau
of Labor Statistics will lower CPI growth ex-
plains 0.2 percentage points of the revision.
An assumption that fully funding proposed
research will remove upward biases in the
CPI amounting to 0.4 percentage points ac-
counts for the remaining revision to the CPI.

Senate amendment

The Senate amendment assumed that CPI
growth would be corrected by 0.2 percentage
points from CBO’s January assumptions be-
ginning in 1998 when the benchmark revi-
sions are completed. The revision reflects
CBO’s assessment of the impact of the bench-
mark revision that CBO did not consider pre-
viously.

Conference agreement

The conference agreement assumes the
Senate amendment.

ECONOMIC PROJECTIONS
[Calendar Years]

Actual 1994
Projected

1995 1996 1997 1998 1999 2000 2001 2002

Nominal GDP [Billions of dollars] ................................................................................................................... 6,735 7,127 7,456 7,847 8,256 8,680 9,128 9,604 10,105
Percent change, year over year:

Real GDP ................................................................................................................................................. 4.1 3.1 1.8 2.4 2.3 2.3 2.3 2.3 2.3
Implicit GDP deflator .............................................................................................................................. 2.1 2.6 2.8 2.8 2.8 2.8 2.8 2.8 2.8
CPI–U ...................................................................................................................................................... 2.6 3.1 3.4 3.4 3.2 3.2 3.2 3.2 3.2

Percent, annual:
Unemployment rate ................................................................................................................................. 6.1 5.5 5.7 5.8 5.9 6.0 6.0 6.0 6.0
Three-month Treasury bill rate ............................................................................................................... 4.2 6.2 5.7 5.3 5.1 5.1 5.1 5.1 5.1
Ten-year Treasury note rate .................................................................................................................... 7.1 7.7 7.0 6.7 6.7 6.7 6.7 6.7 6.7

FUNCTION AND REVENUES

(Secs. 2 and 3 of the House resolution, Secs.
101 and 104 of the Senate amendment, and
Secs. 101 and 104 of the conference agree-
ment)

FUNCTION 050: NATIONAL DEFENSE

The House budget resolution provides $2.0
trillion in budget authority and $1.9 trillion
in outlays over seven years. The Senate
amendment provides $1.9 trillion in budget
authority and $1.8 trillion in outlays over
seven years. The conference agreement pro-
vides $1.9 trillion in budget authority and
$1.9 trillion in outlays over seven years.
House resolution

The House resolution adds $9.6 billion in
budget authority and $4.0 billion in outlays
to the Administration’s request for 1996. The
House resolution assumes that most of the
increase is for Procurement and Research,
Development, Test and Evaluation activities

within the Department of Defense. After
1996, the House resolution assumes that na-
tional defense budget authority would grow
at about one percent in 1997, three percent in
1998, one percent in 1999, two percent in 2000,
and then stay at that level through 2002.

The House resolution adds $69.7 billion to
the Administration’s requested budget au-
thority over five years and $92.4 billion over
seven years.

The House resolution assumes a 10 percent
reduction in the civilian workforce of the
Department of Defense beyond reductions al-
ready planned.

The House resolution assumes no changes
to mandatory spending in Function 050.

Senate amendment

The Senate amendment assumes the Presi-
dent’s budget submission for national de-
fense.

The Senate amendment includes seven-
year firewalls between defense and non-de-
fense discretionary spending.

The Senate amendment assumes no
changes to mandatory spending in Function
050.

Conference agreement

The conference agreement adds $6.0 billion
in budget authority and $2.0 billion in out-
lays to the Administration’s request for 1996.
Most of the increase is assumed to be for the
procurement of weapons and for research and
development activities of the Department of
Defense. After 1996, the conference agree-
ment would have national defense budget au-
thority grow at a rate of one percent each
year through the year 2002. Outlay calcula-
tions are based upon budget authority in-
creases to the Administration’s budget re-
quest. For the period 1997 through 2001, budg-
et authority increases are assumed to be
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equally split between procurement and oper-
ations and maintenance. In the year 2002 the
budget authority increase is assumed to be
for procurement.

The conference agreement adds $32.2 bil-
lion to the Administration’s requested budg-
et authority over five years and $39.5 billion
over seven years. Conceptually, the agree-
ment does three things. First, it ends the de-
cline in defense spending with last year’s
budget. Second, it ‘‘fills the trough’’ of Ad-
ministration’s defense spending plan for the
period 1996 through 1998 by providing $28.3
billion more than requested. Finally, it pro-
vides a steady and increasing stream of
budget authority with which the Department
of Defense can plan for the future.

In providing additional defense funds, the
conferees were most persuaded by two pro-
grammatic arguments. First, the President’s
program is underfunded. The Congressional
Budget Office estimates that defense costs
will rise by more than $25 billion over the
1997 through 2000 period for: congressionally
mandated military pay raises and locality
pay adjustments; weapons systems cost
growth; un-realized base closure savings; and
contingency operations. These costs could
more than double if weapons systems costs
and environmental clean-up costs are higher
than anticipated.

Second, additional defense funds lessen the
need for decisionmakers to sacrifice future
readiness to meet current readiness require-
ments. In particular, additional defense
funds, in the next few years, can be used to
reverse the 60 percent decline in procure-
ment spending since 1985, and the $13 billion
backlog in real property maintenance. The
real property backlog has resulted in more
than a quarter of military housing falling
into substandard condition. Problems in-
clude asbestos, corroded pipes, poor ventila-
tion, faulty heating and cooling systems, and
lead-based paint. Reversing these trends
without additional funds will result in can-
cellation of training, postponement of re-
quired maintenance, and troops and families
having to continue to live in substandard
housing.

Within the funds provided for national de-
fense, the conferees feel that savings can be
achieved. The conferees believe that the de-
fense authorizing and appropriations com-
mittees should realize savings wherever pos-
sible. These savings should include a reduc-
tion of at least three percent in the overhead
of fiscal year 1996 programs of defense agen-
cies, in a manner so as not to reduce funding
for the programmatic activities of these
agencies.

The conference agreement includes three-
year firewalls between defense and non-de-
fense discretionary spending, applicable in
both Houses.

FUNCTION 150: INTERNATIONAL AFFAIRS

The House budget resolution provides $85.0
billion in budget authority and $88.7 billion
in outlays over seven years. The Senate
amendment provides $98.4 billion in budget
authority and $99.5 billion in outlays over
seven years. The conference agreement pro-
vides $91.7 billion in budget authority and
$94.3 billion in outlays over seven years.
House resolution

The House agreed to restructure the var-
ious foreign affairs activities by consolidat-
ing the Agency for International Develop-
ment, the U.S. Information Agency, and the
Arms Control and Disarmament Agency into
the Department of State. In addition, signifi-
cant reductions—or in some cases outright
eliminations—were assumed in development
assistance, educational and cultural ex-
changes, overseas broadcasting, multilateral
banks, PL 480, export financing and trade
promotion, and international organizations.

Senate amendment

Senate amendment assumes consolidations
of programs and structure within the Agency
for International Development and the U.S.
Information Agency and leaves room for
their incorporation into the Department of
State. The Arms Control and Disarmament
Agency is assumed to be incorporated into
the Department of State. In other areas, the
Senate amendment makes similar assump-
tions as the House for discretionary spending
in Function 150, although total Senate re-
ductions are not as steep after 1996.

Conference Agreement

The conference agreement endorses the no-
tion that the entire foreign affairs apparatus
of the United States needs to be completely
reassessed and restructured. The House has
already considered and the Senate will soon
consider legislation that begins that process.
The conference agreement recognizes that
changes are required in the Department of
State, U.S. Agency for International Devel-
opment, the Arms Control and Disarmament
Agency, the U.S. Information Agency, var-
ious multilateral development banks and
international organizations, and numerous
miscellaneous foreign affairs activities.

FUNCTION 250: SCIENCE, SPACE, AND
TECHNOLOGY

The House budget resolution provides
$108.5 billion in budget authority and $109.6
billion in outlays over seven years. The Sen-
ate amendment provides $112.5 billion in
budget authority and $113.3 billion in outlays
over seven years. The conference agreement
provides $110.4 billion in budget authority
and $111.5 billion in outlays over seven years.

House resolution

The House agreed to prioritize basic re-
search at the National Science Foundation
(NSF) and emphasize National Aeronautics
and Space Administration’s (NASA) core
missions. Specifically, the House would in-
crease NSF civilian research and related ac-
tivities (except social, behavioral and eco-
nomic studies) by three percent annually. In
addition, the House would implement NASA
management and operational reforms and
provide sufficient funds to complete the
space station. For high energy and nuclear
physics, the House would reemphasize basic
research and decommission outmoded facili-
ties.

Budget savings as a result of these changes
are estimated to be $11.6 billion in budget au-
thority and $10.3 billion in outlays over
seven years.

Senate amendment

The Senate amendment assumes NSF
refocussing on its original mission of basic
scientific research. As with the House, aca-
demic research and infrastructure is main-
tained at the level proposed in the Presi-
dent’s Budget.

The Senate amendment assumes the Presi-
dent’s proposal to streamline NASA through
contract management and operational re-
forms and assumes the President’s freeze and
reduction for DOE in the outyears.

Conference agreement

While function 250 must contribute to defi-
cit reduction, the conference agreement rec-
ognizes it must also provide for future re-
search opportunities. Consequently, it as-
sumes that basic research will be a priority.

Relative to the House resolution, the con-
ference agreement provides approximately $2
billion in additional funds over seven years.
The conferees focused on NASA and NSF as
candidates for this restored funding.

FUNCTION 270: ENERGY

The House budget resolution provides $26.4
billion in budget authority and $20.9 billion

in outlays over seven years. The Senate
amendment provides $24.3 billion in budget
authority and $18.2 billion in outlays over
seven years. The conference agreement pro-
vides $26.2 billion in budget authority and
$20.3 billion in outlays over seven years.
House resolution

The House resolution assumes the termi-
nation of the Department of Energy (DOE) as
one of three Cabinet-level Departments pro-
posed for termination.

For discretionary spending, the House res-
olution eliminates funding for applied en-
ergy research and development, saving $13.6
billion in budget authority and $10.9 billion
in outlays over seven years. The House as-
sumes the expedited construction of an in-
terim storage facility to store spent nuclear
fuel and the termination of DOE’s program
to develop a deep repository for high level
nuclear waste, saving $2.0 billion over seven
years. Reductions are made in unnecessary
overhead and bureaucracy, saving $0.4 billion
during the period.

For mandatory spending, the House resolu-
tion proposes to sell or otherwise transfer
out of the Federal government some $7.8 bil-
lion in assets. These include four power mar-
keting administrations (Alaska, Southeast-
ern, Southwestern and Western, expected to
generate $4.2 billion in asset sales receipts),
the U.S. Enrichment Corporation, and the
Naval petroleum reserves.
Senate amendment

The Senate amendment does not assume
the termination of the Department of En-
ergy.

The Senate amendment makes similar as-
sumptions as the House for discretionary
spending with the following exceptions. The
Senate does not assume elimination of fund-
ing for applied research. The Senate would
reduce corporate subsidies for fossil, nuclear,
solar, and conservation technologies by $5.6
billion in budget authority and $4.9 billion in
outlays over seven years. Unlike the House,
the Senate does not assume the termination
of the Department of Energy’s high level nu-
clear waste deep repository program. The
Senate amendment assumes $2.4 billion in
budget authority and $2.1 billion in outlay
savings over seven years by consolidating,
streamlining, and realigning DOE activities.

Mandatory savings appear larger in the
Senate amendment because the Senate dis-
plays the proceeds from asset sales as offset-
ting receipts in this function. The Senate-re-
ported resolution assumes net mandatory
savings of $77 million in 1996, $779 million for
the period 1996 through 2000, and $167 million
for the period 1996–2002 from the sale of
power marketing administration (PMA) as-
sets. However, during floor consideration,
the Senate adopted a sense of the Senate
provision stating that these savings should
be achieved from other unspecified manda-
tory programs in this function. The Senate
amendment also assumes the sale of 62 mil-
lion barrels of oil stored at the Weeks Island
strategic petroleum reserve facility, which
must be decommissioned, generating a total
of $900 million in offsetting receipts and the
extension of the requirement that the Nu-
clear Regulatory Commission (NRC) collect
fees equal to 100 percent of its budget.
Conference agreement

The conferees agree to disagree on the fu-
ture status of the Department of Energy.
They recognize that ultimately the commit-
tees of jurisdiction will determine whether
the Department is terminated.

The conference agreement resolves the dif-
ferences for DOE discretionary funding by
assuming a total reduction of $13.5 billion in
budget authority and $10.4 billion in outlays
over seven years through the following re-
forms: reductions in corporate technology
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subsidies for fossil and energy supply re-
search and development accounts; reductions
in energy conservation programs, including
grants; and through the elimination of un-
necessary bureaucracy and overhead. The
conference agreement also assumes the ex-
tension of NRC fees and that these fees will
continue to offset NRC appropriations for
the period from 1999 through 2002. The con-
ference agreement assumes the sale of the
United States Enrichment Corporation and
the naval petroleum reserves, but the gross
proceeds from the sale of these assets are
displayed in function 950, undistributed off-
setting receipts. Other assumptions for en-
ergy asset sales are discussed in function 950.

FUNCTION 300: NATURAL RESOURCES

The House budget resolution provides
$127.3 billion in budget authority and $131.1
billion in outlays over seven years. The Sen-
ate amendment provides $116.6 billion in
budget authority and $126.4 billion in outlays
over seven years. The conference agreement
provides $127.1 billion in budget authority
and $131.6 billion in outlays over seven years.
House resolution

The House agreed to refocus the National
Oceanic and Atmospheric Administration
(NOAA) on its core mission as part of termi-
nating the Department of Commerce (see
Function 370), fund wastewater treatment at
$2.3 billion, open a small portion of the Arc-
tic National Wildlife Refuge (ANWR) for ex-
ploration, dissolve the National Biological
Service, implement a land moratorium for
the various land management agencies, and
reform the various land management agen-
cies. In addition it would apply a cost-benefit
test to superfund projects, terminate helium
production, and eliminate unneeded bureauc-
racy in the Department of the Interior. Fi-
nally, it would accept the President’s pro-
posal to reduce funding for the agriculture
conservation program and terminate the En-
vironmental Protection Agency’s environ-
mental technology initiative.
Senate amendment

The Senate amendment assumes a five per-
cent reduction for the NOAA, includes the
privatization of specialized weather services
and accepts the President’s request for con-
struction. These proposals would save $0.8
billion in outlays over seven years.

The Senate assumes the phase-out of water
infrastructure grants over three years which
saves $10.0 billion over seven years. The Sen-
ate budget resolution accepts most of the
Administration’s reductions for the Army
Corp of Engineers and the Bureau of Rec-
lamation which reduces outlays by $1.8 bil-
lion over seven years. The Senate budget res-
olution assumes the reform of the various
land management agencies.

For mandatory spending, the Senate
amendment assumes the lease of approxi-
mately eight percent of the 19 million acre
ANWR as also proposed by the House. The
Senate amendment also assumes the sale or
other saving proposals for the Presidio in the
City of San Francisco.
Conference agreement

The conference agreement accepts the
House reduction in 1996 for water infrastruc-
ture state revolving funds. The conference
agreement assumes a reduction of $1.9 billion
in outlays over seven years for the oper-
ations of the land management agencies of
the Departments of the Interior and Agri-
culture. The Administration proposed a five
percent reduction for National Park Service
(NPS) operations and an 11 percent reduction
for NPS construction by 2000. The conference
agreement assumes a five percent reduction
for the NPS and assumes no national park
closures. The conference agreement also as-
sumes the House reductions for NOAA.

For mandatory programs, the conference
agreement assumes the lease of ANWR. The
conference agreement does not assume the
sale of the Presidio or other changes. Never-
theless, reforms should take place that
would minimize federal costs and not in-
crease the federal deficit or debt of the Fed-
eral Government. The Presidio is the most
expensive national park to operate with an-
nual costs of approximately $25 million. The
funding requirements for the Presidio are
equivalent to the amounts needed to operate
88 of the smallest parks in the National Park
System.

FUNCTION 350: AGRICULTURE

The House budget resolution provides $75.2
billion in budget authority and $66.9 billion
in outlays over seven years. The Senate
amendment provides $81.1 billion in budget
authority and $72.9 billion in outlays over
seven years. The conference agreement pro-
vides $79.1 billion in budget authority and
$70.7 billion in outlays over seven years.
House resolution

The House agreed to refocus Federal sup-
port for agricultural research and extension
activities, saving $1.9 billion over seven
years. The resolution also called for reform-
ing mandatory agricultural production pro-
grams, saving $17 billion in outlays over
seven years.
Senate amendment

The Senate amendment makes similar as-
sumptions as the House for agriculture re-
search and extension activities. The Senate
assumes a 10 percent reduction in funding for
the Agriculture Research Service (ARS) and
the Cooperative State Research Education
and Extension Service (CSREES), accepts
the Clinton Administration’s funding request
for ARS and CSREES buildings and facilities
and accepts the Administration’s request for
CSREES special research grants. These pro-
posals would save $1.4 billion in outlays over
seven years.

For mandatory programs, the Senate as-
sumes spending reductions of $11.8 billion
over seven years which can be accommo-
dated under the 1995 farm bill when reau-
thorized.
Conference agreement

The conference agreement assumes a re-
duction in agriculture research and exten-
sion activities and accepts the President’s
request for ARS and CSREES buildings and
facilities. For mandatory programs, the con-
ference agreement assumes spending reduc-
tions of $13.4 billion in budget authority and
outlays over seven years.
FUNCTION 370: COMMERCE AND HOUSING CREDIT

The House budget resolution provides $30.4
billion in budget authority and -$28.4 billion
in outlays over seven years. The Senate
amendment provides $21.9 billion in budget
authority and -$37.4 billion in outlays over
seven years. The conference agreement pro-
vides $24.0 billion in budget authority and
-$35.3 billion in outlays over seven years.
House resolution

The House assumes elimination of the De-
partment of Commerce—one of three cabinet
agencies slated for termination by the
House—with critical functions being trans-
ferred to more appropriate agencies. This
would save approximately $5 billion from
function 370 over seven years. The House also
proposes to budget $7.2 billion in function 370
for the Administrations proposal to ‘‘mark
to market’’ multifamily housing mortgages
insured by the Federal Housing Administra-
tion (FHA). It further assumes ending new
FHA mortgage insurance policies for multi-
family projects, saving $1.3 billion over seven
years. The House resolution recognizes that
the USDA’s rural multifamily housing pro-

gram has not been authorized, and therefore
assumes not funding this program will save
$0.7 billion over seven years.
Senate amendment

The Senate amendment assumes the elimi-
nation of the Department of Commerce by
1999, which would save $6.8 billion in outlays
over seven years (more than the House as-
sumes), while retaining funding for the Pat-
ent and Trademark Office, the Bureau of the
Census, Bureau of Economic Analysis, Na-
tional Oceanic and Atmospheric Administra-
tion, the standards bureau and the national
quality program of the National Institute of
Standards and Technology, and most of the
Export Administration. The Senate assumes
reductions in program areas similar to where
the House assumes savings: the Small Busi-
ness Administration (SBA), the Rural Hous-
ing and Community Development Service
(RHCDS), and the FHA multifamily property
mortgage insurance program. Unlike the
House resolution, the Senate amendment as-
sumes sufficient funding will be provided to
conduct the next census in 2000. However, the
Senate assumes that almost $1 billion could
be saved compared to the cost of past cen-
suses if certain recommendations of the Gen-
eral Accounting Office are implemented.

On the mandatory side, the Senate amend-
ment assumed new and extended fees to be
paid by the users of the services of certain
federal regulatory agencies.
Conference agreement

The conference agreement assumes the
elimination of the Department of Commerce,
except that scientific and technical research
is funded at the House level, thereby reduc-
ing spending in this function for the depart-
ment by $6.6 billion over seven years. In ad-
dition, the conference agreement assumes a
mix of the savings proposals for the SBA,
FHA, and the RHCDS included in the House
and Senate budget resolutions. Further, the
conference agreement includes the Senate
assumption of funding for the periodic cen-
sus. While the agreement does not assume
funds for the costs of the FHA mark-to-mar-
ket proposal, it does assume savings from
further reform of the FHA multifamily prop-
erty disposition process as proposed by the
House.

The conferees believe that the federal gov-
ernment’s exposure in connection with its
obligations, both in Section 8 rental assist-
ance subsidy and FHA multifamily insur-
ance, is extreme to the point of requiring the
insured and assisted housing multifamily
portfolio to be restructured. Consequently,
the conferees believe the committees of ju-
risdiction should explore a methodology for
resolving this portfolio in a cost-effective
manner that utilizes private market forces,
that removes government intervention in
setting rent levels, and that terminates
many project-based subsidies. Continuing
present policies may result in the default of
FHA insured mortgages, the dislocation of
assisted tenants residing in projects with
these mortgages, and great cost to the fed-
eral government. The conferees urge the
committees of jurisdiction to consider legis-
lation restructuring FHA mortgage insur-
ance and Section 8 rental subsidies. To the
extent that current scorekeeping rules com-
plicate consideration of such legislation, the
budget committees will work with the appro-
priate committees to examine ways to pro-
vide FHA the authority necessary to under-
take the restructuring, within current rules,
existing scoring authorities or within budget
process reform legislation.

FUNCTION 400: TRANSPORTATION

The House budget resolution provides
$301.7 billion in budget authority and $251.3
billion in outlays over seven years. The Sen-
ate amendment provides $278.0 billion in
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budget authority and $227.3 billion in outlays
over seven years. The conference agreement
provides $293.1 billion in budget authority
and $244.8 billion in outlays over seven years.
House resolution

The House assumes reductions in transpor-
tation spending generally will be met by
eliminating highway demonstration
projects; significantly downsizing the federal
role in mass transit; phasing out federal sup-
port for Amtrak, and eliminating outdated
and unnecessary programs, including the
Interstate Commerce Commission, the Fed-
eral Maritime Commission, High Speed Rail,
Essential Air service, Intelligent Vehicle
Transportation systems, Local Rail Freight
Assistance programs, and the Civil
Aeromedical and FAA Training Institutes.
The House also assumes extension of the cur-
rent rail safety and vessel tonnage fees.

The House resolution also provides an ad-
ditional $4.2 billion in mandatory budget au-
thority to offset the projected reduction in
contract authority mandated by Section 1003
of the Intermodal Surface Transportation Ef-
ficiency Act of 1991 (ISTEA).
Senate amendment

The Senate amendment assumes the pri-
vatization of the Federal Aviation Adminis-
tration ( FAA) air traffic control (ATC) sys-
tem beginning in 1997 and assumes the phase-
out of Amtrak and mass transit operating
subsidies by 2001.

Similar to the House, the Senate amend-
ment eliminates funding for highway dem-
onstration projects.
Conference agreement

The conference agreement assumes broad
reforms to the Department of Transpor-
tation, including but are not limited to—pro-
gram downsizing, streamlining and consoli-
dation, and air traffic control privatization.

The conferees recognize that the infra-
structure needs of the nation are not being
met fully by the current centralized financ-
ing structure. The conferees urge the com-
mittees of jurisdiction to explore com-
prehensive changes to federal transportation
financing, emphasizing private sector par-
ticipation and federalism.

The conference agreement assumes phase-
out of mass transit and Amtrak operating
subsidies, and eliminating earmarks and sev-
eral obsolete programs.

FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

The House budget resolution provides $45.8
billion in budget authority and $50.4 billion
in outlays over seven years. The Senate
amendment provides $36.3 billion in budget
authority and $43.2 billion in outlays over
seven years. The conference agreement pro-
vides $43.5 billion in budget authority and
$48.8 billion in outlays over seven years.
House resolution

The House resolution assumes reduction in
spending in the Community Development
Block Grant (CDBG) program of 20 percent.
This proposal includes the assumption that
funding would be focused on low-income
communities and retains the option of in-
cluding the program in a larger develop-
ment, housing and special populations block
grant.

The House also calls for terminating Fed-
eral support for the Tennessee Valley Au-
thority, saving $864 million over seven years.
It eliminates the Appalachian Regional Com-
mission (ARC), saving $2 billion over seven
years, and ends funding for the Economic De-
velopment Administration, saving $2.3 bil-
lion over seven years. The House resolution
also creates a rural development block simi-
lar to the one proposed by the President, and
a new Native American block grant.

Senate amendment
The Senate amendment makes similar as-

sumptions as the House for discretionary
spending with the following exceptions. The
Senate amendment assumes a 50 percent re-
duction for (CDBG), reducing outlays by $12.2
billion over seven years. Unlike the House,
the Senate does not assume the creation of a
Native American Block Grant. The Senate
also assumes the creation of a rural develop-
ment block grant but at a lower level than
the House. The rural development block
grant would save $1.1 billion over seven
years.

The Senate-reported resolution assumed
the phase-out of the ARC. However, during
floor consideration, the Senate adopted an
amendment that restored funding for the Ap-
palachian Regional Commission below the
1995 appropriated level. This amendment
would reduce outlays for the ARC by $0.5 bil-
lion over seven years.

For mandatory spending, the Senate as-
sumes a similar proposal than the House, ex-
cept that the subsidy is completely elimi-
nated. The Senate proposal would reduce
outlays by $2.9 billion over seven years.
Conference agreement

The conference agreement assumes a 28
percent reduction for the CDBG and assumes
the Senate reduction for the ARC. In addi-
tion, both the House and Senate agree on the
consolidation and streamlining of several
rural development programs to create a
rural development block grant which would
be funded at the level assumed by the Sen-
ate. Further, the conference agreement
would eliminate 75 percent of the flood insur-
ance subsidy for buildings constructed before
January 1, 1975.

FUNCTION 500: EDUCATION, TRAINING,
EMPLOYMENT, AND SOCIAL SERVICES

The House budget resolution provides
$316.4 billion in budget authority and $321.1
billion in outlays over seven years. The Sen-
ate amendment provides $342 billion in budg-
et authority and $343.8 billion in outlays
over seven years. The conference agreement
provides $338.7 billion in budget authority
and $340.8 billion in outlays over seven years.
House resolution

For discretionary spending, the House as-
sumes additional spending of $688 million
over seven years as a result of policies con-
tained in HR 4, the House-passed welfare re-
form legislation. In function 500, the welfare
bill consolidates nine discretionary pro-
grams targeted at abused children into a sin-
gle block grant to the states.

In the area of education, the House as-
sumes the termination of the Department of
Education. Major programs including Chap-
ter 1 basic grants, Impact Aid for ‘‘a’’ stu-
dents, Special Education, Vocational Reha-
bilitation, Pell Grants, unsubsidized Student
Loans, funding for Historically Black Col-
lege and Campus-Based Aid, would be pre-
served, but transferred to other agencies and
departments. The resolution assumes the
elimination of over 150 education programs
that are duplicative, and in many cases, too
small to be effective on a national scale.

More than 60 job training programs would
be consolidated into four block grants. By
eliminating duplicative programs and in-
creasing management efficiency, funding is
reduced by 20 percent. Spending for Voca-
tional Rehabilitation for the disabled is not
cut.

The House proposes to fund Head Start at
the fiscal year 1994 level. The House elimi-
nates the Corporation for National and Com-
munity Service with the recommendation
that the Senior Volunteer Programs be
moved to the Administration on Aging and
authorized as part of the Older Americans
Act.

Funding for the National Endowment for
the Arts (NEA) and the National Endowment
for the Humanities (NEH) is assumed to be
terminated. The Corporation for Public
Broadcasting is privatized by 1998.

For mandatory spending, the House as-
sumes enactment of HR 4, the House-passed
welfare reform legislation, which results in
savings of $11.4 billion over seven years in
Function 500, primarily from termination of
the AFDC JOBS program and consolidation
of several child protection programs into a
single child protection block grant to states.
The House budget resolution would elimi-
nate the student loan in-school interest sub-
sidy. This proposal saves taxpayers $18.66 bil-
lion over seven years. The resolution also as-
sumes savings of $655 million over seven
years in this function resulting from termi-
nation of Trade Adjustment Assistance.
Senate amendment

The Senate amendment does not assume
the termination of the Department of Edu-
cation.

The Senate amendment makes similar as-
sumptions as the House for discretionary
spending with some exceptions. For example,
the Senate does not assume the elimination
of TRIO programs, or elimination of sub-
sidies to Howard University. In addition, un-
like the House, the Senate does not assume
any reductions in Chapter 1 or elimination of
the NEA and NEH.

The House resolution and the Senate
amendment assume a job training block
grant. The Senate amendment assumes a 25
percent reduction in funding for job training;
the House assumes a 20 percent reduction. In
addition the Senate amendment assumes
funding for schools impacted by federal ac-
tivities at a level higher than the President’s
request.

Mandatory savings are smaller in the Sen-
ate amendment because the Senate does not
assume the elimination of the in-school in-
terest subsidy for undergraduate students. In
addition, during floor action on the Senate
resolution, the Labor Committee reconcili-
ation instruction was lowered by $9.4 billion
over seven years.

The House resolution assumes the transfer
of funding for the JOBS out of function 500
and into function 600 as part of the AFDC
block grant. The Senate amendment assumes
that JOBS is part of the job training block
grant in function 500.
Conference agreement

The conference agreement assumes $6.0 bil-
lion in budget authority and $1.0 billion in
outlays in discretionary reductions in 1996
and $44.3 billion in budget authority and $37.4
billion in outlays over seven years. Specific
discretionary items highlighted in the agree-
ment include: no reductions in Chapter 1 or
in subsidies to Howard University. Because
of the recent downgrading of Howard Univer-
sity’s revenue bonds, the conferees agreed to
restore funding but urge the committees of
jurisdiction to require Howard to develop a
plan toward full financial independence at a
date certain.

The conferees agree to disagree on the fu-
ture status of the Department of Education.
They recognize that ultimately the commit-
tees of jurisdiction will determine whether
the Department will be terminated.

In addition, the conference agreement as-
sumes a 20 percent reduction in funding for
job training programs. No reductions are
proposed for the Vocational Rehabilitation
Act and it is not assumed to be part of the
block grant.

For mandatory programs, the conference
agreement assumes the JOBS program will
be included in an AFDC block grant as op-
posed to a job training block grant. This as-
sumption reflects the current jurisdictional
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placement of the program in the Finance and
Ways and Means Committees. The conferees
also assume reforms in student loan pro-
grams totalling $10 billion in outlays over
seven years. These savings can be achieved
without the elimination of the interest sub-
sidy for undergraduate students.

FUNCTION 550: HEALTH

The House budget resolution provides
$955.3 billion in budget authority and $955.4
billion in outlays over seven years. The Sen-
ate amendment provides $958.9 billion in
budget authority and $957.7 billion in outlays
over seven years. The conference agreement
provides $949.7 billion in budget authority
and $949.2 billion in outlays over seven years.

House resolution

For the Medicaid program, the House reso-
lution provides $768.1 billion in budget au-
thority and outlays over seven years. The
House resolution assumes that the Medicaid
program will be converted into a block grant
to the states. Medicaid outlays would grow
by 8 percent in 1996, 5.5 percent in 1997, and
4 percent each year thereafter. No assump-
tion is made about the distribution of funds
among the various states.

Function 550 discretionary spending in the
House resolution is $146.8 billion in budget
authority and $147.7 billion in outlays over
seven years. The resolution assumes a five
percent reduction in funding for the National
Institutes of Health, elimination of the
Agency for Health Care Policy Research, and
a 50 percent reduction in National Health
Service Corps, Maternal and Child Health
Care and Preventative Care block grants.
Also, it assumes elimination of a number of
duplicative and non-essential programs, pri-
marily those that could not be justified as
federal functions.

Senate amendment

The Senate amendment assumes that a re-
structuring of Medicaid will occur, in which
significant amounts of flexibility will be
given to the States. The Senate amendment
is designed to be compatible with a wide
range of Medicaid restructuring proposals.
The Senate makes no assumption about indi-
vidual entitlement, eligibility groups, bene-
fits, payment rates, financing structures, or
the distribution of Federal funds among the
states within the total Federal funding lev-
els specified. The Senate does assume that
the present aggregate ratio of Federal to
State funding (57 percent Federal, 43 percent
State) would continue.

The Medicaid outlay levels in the Senate
amendment could be achieved in several
ways, including a Medicaid block grant, in
which aggregate Federal payments to states
grew at the following rates from the 1995
Federal base level:

Benefits and Adminstration

Percent
1996 ..................................................... 8
1997 ..................................................... 7
1998 ..................................................... 6
1999 ..................................................... 5
2000 ..................................................... 4
2001 ..................................................... 4
2002 ..................................................... 4
After 2002 ........................................... 4

The Senate recognizes that block grants
represent a significant change in the fiscal
relationship between the States and the Fed-
eral government. Such a change can take
time to implement. The Senate urges the Fi-
nance Committee to consider, where appro-
priate, other means of achieving the first
year savings targets to provide States with
the time necessary to adapt to a block grant.

The Senate’s discretionary assumptions
are quite similar to the House’s. The Senate
amendment assumes that 19 Public Health

Service programs would be consolidated into
a single State Health Block Grant. There is
significant overlap between the Senate’s list
for the block grant and programs the House
assumes will be reduced or terminated. The
Senate assumes a one percent reduction in
funding for the National Institutes of
Health.

The Senate amendment assumes a change
to the Federal Employee Health Benefit
(FEHB) program. This assumption is de-
scribed below in the conference agreement.
Conference agreement

The conference agreement provides $773.1
billion in budget authority and outlays on
Medicaid over seven years. This level is com-
patible with Medicaid growth of 7.2 percent
in 1996, 6.8 percent in 1997, and 4 percent each
year thereafter, or with higher growth rates
of benefits and administration if dispropor-
tionate share hospital payments are frozen
at 1995 levels. The conference agreement as-
sumes that the present aggregate ratio of
Federal to State funding (57 present Federal,
43 percent State) would continue. The con-
ference agreement does not make explicit as-
sumptions about individual entitlement, or
about eligibility groups, benefits, payment
rates, financing structures, or the distribu-
tion of funds among the states. These deci-
sions will be made by the committees of ju-
risdiction, and ultimately by the House and
Senate.
Medicaid Outlays in the Conference Agreement

Billions
1995 ..................................................... $89.216
1996 ..................................................... 95.673
1997 ..................................................... 102.135
1998 ..................................................... 106.221
1999 ..................................................... 110.469
2000 ..................................................... 114.888
2001 ..................................................... 119.483
2002 ..................................................... 773.132

The conference agreement accepts the Sen-
ate’s assumption on the Federal Employee
Health Benefit program. This assumption
would save $6.3 billion over seven years in
discretionary spending for current Federal
workers, and $4.9 billion over seven years in
mandatory spending for Federal retirees.
Federal agencies would follow the lead of the
private sector by contributing a fixed dollar
amount to Federal employees’ health plans,
thus encouraging Federal employees to
make more cost-effective decisions in the al-
location of their compensation. This fixed
dollar amount would be indexed to inflation.
Federal agencies would no longer provide
extra subsidies to those Federal employees
who choose more expensive health plans.
Federal employees would be able to avoid
most of the burden of this policy change by
choosing more cost-effective health plans.
Those Federal employees who continued to
choose more expensive health plans would
bear the full economic burden above the
amount of the Federal contribution. In an
era in which health spending is rapidly spi-
raling upward, the Federal government
should encourage employees to purchase
more cost-effective health plans. These sav-
ings are included in function 550.

The conference agreement has lower dis-
cretionary spending than both the House and
the Senate. This is a result of House accept-
ance of the Senate FEHB assumption, and
Senate acceptance of several other House
discretionary changes. The conference agree-
ment compromises on the National Insti-
tutes of Health, assuming a one percent re-
duction in 1996, and a three percent reduc-
tion from the 1995 level thereafter. This re-
sults in a $2.1 billion reduction in outlays
over seven years, compared with $0.8 billion
in the Senate and $3.6 billion in the House

The conference agreement assumes that
the Office of the Surgeon General will be ter-
minated.

FUNCTION 570: MEDICARE

The House budget resolution provides
$1,440.2 billion in budget authority and
$1,425.9 billion in outlays over seven years.
The Senate amendment provides $1,471.9 bil-
lion in budget authority and $1,457.7 billion
in outlays over seven years. The conference
agreement provides $1,457.6 billion in budget
authority and $1,443.3 billion in outlays over
seven years.

House resolution

In response to the Medicare trustees warn-
ing of the imminent bankruptcy of the Medi-
care Hospital Insurance Trust Fund, the
House resolution increases Medicare at a
rate of growth that is lower than the current
rate but high enough to continue providing
Medicare beneficiaries with very broad cov-
erage and excellent quality of care. The
House resolution assumes a number of mar-
ket-based provisions that will encourage the
pursuit of efficient, high quality care and
discourage overutilization of medical serv-
ices.

These provisions will help to bring the
1960’s style Medicare program, which is
growing at more than 11 percent per year, in
line with innovative health delivery systems
in the private sector. Health care in the pri-
vate sector has evolved to provide a high
level of recipient satisfaction while effec-
tively containing costs at less than 5 percent
growth per year. If Medicare is to survive the
turn of the century, the program must take
advantage of these same innovations. The
House budget committee working group on
health analyzed three strategies that would
move the Medicare program securely into
the next century while expanding choices for
beneficiaries and providing a consumer ori-
ented health care program.

Each of these three approaches has been
recognized by the Congressional Budget Of-
fice as a viable way to extend the solvency of
the Medicare trust fund and to reduce the
growth of Medicare spending to a rate that is
more consistent with that of health care in
the private sector. The three strategies are
only illustrative examples of ways to pre-
serve the Medicare program and have been
offered as such to the Committee on Ways
and Means and the Committee on Commerce,
which share jurisdiction for the Medicare
program.

Three main principles were used as a guide
during the development of these plans: first
and foremost, fee-for-service Medicare must
remain an option for those who want it. Sec-
ond, the Medicare program should keep pace
with the private insurance system, and bene-
ficiaries should be able to maintain the same
kinds of insurance arrangements in Medicare
that they had during their working years.
Finally, beneficiaries should have a greater
choice of health care plans, such as a variety
of coordinated care and indemnity options,
as well as medical savings accounts.

Under the three reform options, spending
on every Medicare beneficiary would in-
crease from an average of about $4,800 today
to an average of about $6,400 in 2002. Total
program spending would be allowed to grow
from $178 billion in 1995 to $258 billion—a
seven-year increase of 45 percent. These op-
tions would open the way for the health care
industry to create a multitude of new
choices for beneficiaries and would empower
beneficiaries to select health care that is tai-
lored to their precise needs.

Senate amendment

The Senate amendment is based on the rec-
ommendations of the Public Trustees of
Medicare, as described in the Summary of
the 1995 Annual Report on the Social Secu-
rity and Medicare Trust Funds. Specifically,
the Senate amendment addresses both the



CONGRESSIONAL RECORD — HOUSE H 6297June 26, 1995
short and long-term insolvency of the entire
Medicare program. Based on the rec-
ommendations of the Public Trustees and ex-
perts, the Senate chooses to think about
Medicare in its entirety, and not to be bound
by historical distinctions between parts A
and B.

The Senate amendment assumes that:
Medicare reform will be addressed urgently

as a distinct legislative initiative;
Comprehensive Medicare reforms will be

undertaken this year to make the program
financially sound now;

Reductions in the rate of growth of Medi-
care expenditures will be focused on making
Medicare itself sustainable;

A special bipartisan commission will be
created to address the long-term solvency of
Medicare;

This commission will address the questions
raised by the Public Trustees; and

This commission will review the program’s
financing methods, benefit provisions, and
delivery mechanisms.

The Senate amendment makes no specific
assumptions about how the Medicare outlay
levels in the resolution will be achieved.
Conference agreement

The Medicare outlay levels in the con-
ference agreement were based on spending
levels necessary to preserve and protect
Medicare. Specifically, the levels are nec-
essary to protect the solvency of the pro-
gram, to avoid the bankruptcy in 2002 pro-
jected by the Medicare trustees under cur-
rent law, and to begin structural reforms
with the goal of ensuring Medicare’s long-
term viability. Although this agreement
does not dictate specific policies, the con-
ferees urge the committees of jurisdiction to
examine the principles reflected in the House
and Senate committee reports on the concur-
rent resolution on the budget.

FUNCTION 600: INCOME SECURITY

The House budget resolution provides
$1,769.3 billion in Budget Authority and
$1773.8 billion in outlays over seven years.
The Senate amendment provides $1,811.0 bil-
lion in Budget Authority and $1,807.1 billion
in outlays over seven years. The conference
agreement provides $1,793.9 billion in budget
authority and $1,797.9 billion in outlays over
seven years.
House resolution

On the discretionary side, a variety of as-
sumed reforms in public housing programs
yields a total savings of $9.5 billion over
seven years. The reforms include ending new
public housing construction; deregulating
public housing authorities to reduce operat-
ing and modernization funding; and ending
wasteful rehabilitation programs. In addi-
tion, the House assumes a block grant for
housing, development, and special popu-
lations that yields savings of $8.8 billion over
seven years. Section 8 assisted housing con-
tracts require adding funds back into the
budget, but assumed policy options—such as
recapturing vouchers and certificates turned
back to the government, and increasing ten-
ant contributions—reduce the magnitude of
that cost to approximately $23 billion.

For mandatory spending, the resolution as-
sumes enactment of the House-passed wel-
fare reform legislation, H.R. 4. Affected pro-
grams include Aid to Families with Depend-
ent Children, Food Stamps, Supplemental
Security Income and Child Nutrition. In
Function 600, the proposals result in manda-
tory savings of $111.3 billion in outlays over
seven years. Reforms in federal civilian re-
tirement, eliminating more generous pension
treatment for Members of Congress and Con-
gressional staff and changing the method of
calculating initial retirement annuities to
the average of the highest five salary years,

are also assumed. These reforms result in
savings of $1.6 billion over seven years. Trade
Adjustment Assistance is assumed to be ter-
minated, saving $1.3 billion over seven years.

The resolution assumes states will be re-
quired to charge a 15 percent fee for non-
AFDC child support collections, to recoup
the administrative costs for non-AFDC col-
lections. This offsetting collection would re-
sult in savings of $7.1 billion over seven
years.

The House-passed welfare reform plan also
affects discretionary spending in Function
600, resulting in additional spending of $13.7
billion in outlays over seven years. In addi-
tion, the Low Income Home Energy Assist-
ance Program (LIHEAP) is assumed to be
terminated, saving $10.2 billion over seven
years.
Senate amendment

The Senate amendment assumes the addi-
tion of sufficient funds, about $39.9 billion in
outlays, to renew all existing contracts for
housing assistance (section 8) that will ex-
pire over the next seven years. In addition,
the Senate amendment would incorporate
many of the existing housing programs into
a public housing block grant and an assisted
housing block grant, while terminating cer-
tain other programs, saving a total of $9.5
billion over seven years.

The Senate amendment proposes similar
mandatory savings as compared to the House
in welfare reform and Earned Income Tax
Credit reform. However, the Senate proposed
changes to EITC that were not a part of the
House assumptions. The House proposed
changes to Food Stamps, SSI and child nu-
trition programs that were not part of the
Senate resolution.

The Senate amendment assumes manda-
tory spending levels of $188.6 billion in budg-
et authority and $186.2 billion in outlays in
1996, a decrease of $5.9 billion in outlays from
the 1996 projected level. Spending would rise
to $246.9 billion in outlays or 33 percent over
the 1996-2002 period. The amendment assumes
$47 billion over five years, and $80 billion
over seven years in savings from Welfare Re-
form (of which $45 billion over five years is
in function 600.) In addition the Senate as-
sumes reforming the EITC program to slow
the rate of growth. Over the period of 1996-
2002, the Committee recommends funding of
over $800 billion for Food Stamps, SSI, EITC,
AFDC, Child Care and Child Nutrition.

The Senate amendment assumes a con-
formance of the military retiree COLA date
and the civilian retiree COLA date. The Sen-
ate assumes the same elimination of more
generous retirement benefits for Members of
Congress and their staff. The Senate amend-
ment assumes that the basis for pensions
would rise from the average of the highest
three annual salaries to the highest five an-
nual salaries.
Conference agreement

The conference agreement assumes a pub-
lic housing block grant, an assisted housing
block grant, and certain program termi-
nations, as well as renewal of section 8 con-
tracts, that together require an addition to
function 600 for housing programs of an
amount approximately in between the higher
amount added by the Senate amendment and
the lower amount added back by the House
resolution.

The conferees agreed to reconciliation in-
structions to the Agriculture and Finance
Committees in the Senate and instructions
to the House Ways and Means, Agriculture
and Education and Economic Opportunities
Committee. The instructions include as-
sumptions for Welfare Reform, Child Support
Enforcement reform, and EITC reform.

The conference agreement assumes the
House recedes to the Senate on Federal re-

tirement reform in Function 600, and phases
in the Senate’s assumed changes in the com-
putation basis for federal pensions.

FUNCTION 650: SOCIAL SECURITY

The House budget resolution provides
$2,902.5 billion in budget authority and
$2895.0 billion in outlays over seven years.
The Senate amendment provides $2,917.7 bil-
lion in budget authority and $2910.2 billion in
outlays over seven years. The conference
agreement provides $2,917.7 billion in budget
authority and $2,910.2 billion in outlays over
seven years.
House resolution

The House resolution assumes no changes
to the Social Security program.
Senate amendment

The Senate amendment assumes no
changes to the Social Security program.
Conference agreement

The conference agreement assumes no
changes to the Social Security program.

FUNCTION 700: VETERANS BENEFITS AND
SERVICES

The House budget resolution provides
$272.4 billion in budget authority and $276.0
billion in outlays over seven years. The Sen-
ate amendment provides $265.3 billion in
budget authority and $270.7 billion in outlays
over seven years. The conference agreement
provides $271.4 billion in budget authority
and $276.0 billion in outlays over seven years.
House resolution

Major projects construction is limited in
the discretionary account to achieve deficit
reduction savings of $1.0 billion over seven
years. In mandatory accounts, the resolution
assumes eight provisions of current law are
permanently extended, for a seven-year sav-
ings of $4.0 billion. It also assumes that pre-
scription copayments are increased to $5 in
1996 and 1997 and to $8 in 1999 and beyond, for
a seven-year savings of $1.1 billion. An OBRA
1990 compensation limitation on certain vet-
erans is re-enacted, for a seven-year savings
of $1.3 billion. The total seven-year savings
in mandatory spending is $6.4 billion.
Senate amendment

The Senate amendment assumes the fol-
lowing major policy options to achieve the
discretionary funding levels: No changes in
veterans medical funding. Under the Sen-
ate’s amendment, spending on veterans
health programs would be $780 million over
the President’s recommended level in 2000.
Phase out construction of Department of
Veterans Affairs (DVA) facilities, while in-
corporating the needs for improvement, re-
pairs, new cemeteries, long term care facili-
ties and conversion that must be performed
over the short term, but expects that past
1999 the DVA system will use existing capac-
ity. In 1996, the committee assumes the 1995
level of funding for general operating ex-
penses less the funds for the one time mod-
ernization effort in the 1995 base.

The Senate amendment assumes the fol-
lowing major policy options to achieve the
mandatory funding levels: No changes in
compensation or in cost of living adjust-
ments for all veterans currently receiving
compensation from service connected dis-
abilities; a repeal of the ‘‘Gardner decision’’
that extended compensation to DVA medical
patients suffering an adverse outcome in
cases where no fault was found with DVA;
targeting compensation in the future to vet-
erans disabled in combat and veterans dis-
abled during performance of duty; a phase in
of a higher prescription co-payment for
upper income veterans; extension of expiring
current law provisions from the Omnibus
Reconciliation Act of 1993; a restoration of
the funding ratio for GI Bill benefits to the
pre-Gulf War level.
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Conference agreement

The conference agreement assumes that
the Senate recedes to the House with the fol-
lowing exceptions: the House recedes to the
Senate with respect to a compromise on
streamlining General Operating Expenses
and with respect to repeal of parking garage
revolving fund.

FUNCTION 750: ADMINISTRATION OF JUSTICE

The House budget resolution provides $116
billion in budget authority and $117.3 billion
in outlays over seven years. The Senate
amendment provides $150.4 billion in budget
authority and $151.4 billion in outlays over
seven years. The conference agreement pro-
vides $143.2 billion in budget authority and
$139.6 billion in outlays over seven years.

House resolution

The House resolution assumes a reduction
in the Violent Crime Reduction Trust Fund,
saving $5.0 billion in outlays over five years
and $7.8 billion over seven years. Total Trust
Fund outlays would be $2.1 billion in 1996, $18
billion over five years, and $28 billion over
seven years. The House also agreed to phase
out funding for the Legal Services Corpora-
tion over three years. This provision would
produce savings of $1.6 billion over five years
and $2.4 billion over seven years.

In addition, the House proposed to block
grant funding for Justice Assistance Pro-
grams.

Senate amendment

The Senate amendment assumes full fund-
ing of the Violent Crime Reduction Trust
Fund and assumes continuation of the fund
through the year 2002. Total Trust Fund out-
lays would be $2.3 billion in 1996, and $35.5
billion over seven years.

The Senate amendment assumes a 35 per-
cent reduction in funding for the Legal Serv-
ices Corporation and additional investments
in Federal Law Enforcement.

For Mandatory programs, the Senate
amendment assumes that Judges pay will be
frozen through 2002.

Conference agreement

The conference agreement provides for
substantial funding of the Violent Crime Re-
duction Trust Fund in order to demonstrate
the federal commitment to support federal
law enforcement and state and local efforts
to reduce and prevent crime.

In addition, it assumes the termination of
federally funded entities including: the State
Justice Institute, the US Parole Commis-
sion, and the Administrative Conference of
the US Courts.

In addition, the conference agreement as-
sumes a reform of the US Marshals Service
to end the political appointment process in
that organization. The Administration and
the US Marshals Service support this reform.

The conferees are concerned that debts
owed the federal government continue to
grow into a significant backlog. The con-
ferees recommend that appropriate commit-
tees of jurisdiction look into implementing a
program that would require Executive
Branch departments to contract with private
debt collectors on an as-needed basis to col-
lect delinquent debt. It also may be appro-
priate to move debt of sufficient age to the
Justice Department for collection. The De-
partment of Justice, through its U.S. Attor-
neys, is tasked with the collection of federal
debt after other federal departments have ex-
hausted all efforts short of litigation. Due to
the growth of their federal, civil and crimi-
nal caseload, debt collection is given a lower
priority. The conferees recommend that the
appropriate committees of jurisdiction ex-
amine methods of moving the federal govern-
ments’ substantial debt out of Executive
Branch departments to the Department of

Justice for collection on a timely basis. The
conferees further recommend that appro-
priate committees of jurisdiction look into
implementing a program that follows the
General Accounting Office’s recommenda-
tion to expand the Department of Justice
pilot program to all federal judicial districts
and to allow the Attorney General to con-
tract with private counsel firms on an as-
needed basis to collect delinquent debt.

FUNCTION 800: GENERAL GOVERNMENT

The House budget resolution provides $82.1
billion in budget authority and $82.3 billion
in outlays over seven years. The Senate
amendment provides $84.5 billion in budget
authority and $84.9 billion in outlays over
seven years. The conference agreement pro-
vides $84.2 billion in budget authority and
$84.5 billion in outlays over seven years.
House resolution

For discretionary spending, the House res-
olution assumes a seven-year moratorium on
construction and acquisition of new Federal
buildings. This proposal saves $2.5 billion
over seven years. The House resolution also
assumes elimination of certain General Serv-
ices Administration (GSA) and Legislative
Branch activities, including: the Office of
Technology Assessment (OTA), the Advisory
Commission on Intergovernmental Relations
(ACIR), and the Federal Supply Service. In
addition, the House resolution assumes re-
duced funding for the Executive Office of the
President and the General Accounting Office
(GAO).
Senate amendment

For discretionary spending, the Senate
amendment assumes savings from the Senate
Republican Conference plan to reduce Legis-
lative Branch spending by $200 million from
the 1995 level. Similar to the House resolu-
tion, the Senate Republican Conference plan
proposes reducing funding for committee
staffs, GAO, and other functions and termi-
nating OTA. The Senate amendment as-
sumes significant savings from streamlining
operations and consolidating functions in
Treasury, GSA, and the Office of Territorial
Affairs in the Department of Interior. The
Senate amendment reflects a 25 percent re-
duction in funds for construction of new Fed-
eral buildings. The Senate also assumes the
Office of Personnel Management (OPM)
would be phased down to a Civil Service
Commission. Employee benefit and retire-
ment functions would remain centralized
while most other functions would be dele-
gated to the agencies. The Senate amend-
ment assumes full funding of the President’s
request for the Internal Revenue Service
(IRS) tax law enforcement functions, includ-
ing the compliance initiative begun in 1995,
within the discretionary cap.

For mandatory spending, the Senate
amendment assumes savings from freezing
pay for Members of Congress until the budg-
et is balanced in 2002 and from charging fees
for parking at Federal buildings.
Conference agreement

For discretionary spending, the conference
agreement assumes that Legislative Branch
spending will be reduced by at least $200 mil-
lion from the 1995 level. The conferees
strongly support efforts to reform govern-
ment printing policies and encourage com-
mittees of jurisdiction to examine the pro-
posals discussed in the House report on the
budget resolution.

Since 1955, it has been the policy of the
Federal government that it will not provide
a service or product for its own use if such
product or service can be procured from the
private sector. Each federal agency should
obtain all goods and services necessary or
beneficial to the accomplishment of its au-
thorized functions by procurement from pri-

vate sources unless the goods or services are
required by law to be produced or performed,
respectively, by the agency, or the head of
an agency determines and certifies to the
Congress that government production, man-
ufacture or provision of a good or service is
necessary for the national defense; a good or
service is so inherently governmental in na-
ture that it is in the public interest to re-
quire production or performance, respec-
tively, by a government employee; or there
is no private source capable of providing the
good or service. The conferees recommend
that committees of jurisdiction examine im-
pediments to accomplishing this objective.

The conference agreement accepts the Sen-
ate assumption for IRS tax law enforcement,
including funding the continuation of the
1995 tax compliance initiative within the dis-
cretionary cap. The conferees strongly en-
dorse continued funding of this initiative,
which, according to the Treasury Depart-
ment, is expected to increase revenue collec-
tions by $9.2 billion over the 1995–1999 period.
The conference agreement assumes many of
the Senate savings in Treasury agencies and
a 30 percent reduction in funds for Federal
building construction. The conference agree-
ment also reflects the Senate assumption for
downsizing OPM.

FUNCTION 920: ALLOWANCES

The House budget resolution provides
¥$17.5 billion in budget authority and ¥$18.1
billion in outlays over seven years. The Sen-
ate amendment provides ¥$55.4 billion in
budget authority and ¥$54.3 billion in out-
lays over seven years. The conference agree-
ment provides ¥$33.8 billion in budget au-
thority and outlays over seven years.
House resolution

The House resolution assumes savings of
$8.4 billion over seven years in outlays by re-
ducing federal agency overhead. The House
resolution also assumes savings from the re-
peal of the Davis-Bacon Act, $4.4 billion over
seven years in outlays, and the McNamara-
O’Hara Service Contract Act, $4.6 billion
over seven years in outlays. In addition, the
House resolution assumes the termination of
63 boards and commissions.
Senate amendment

The Senate amendment assumes a 15 per-
cent reduction in the overhead of non-de-
fense agencies that remain funded in the
budget, which saves $65.8 billion over seven
years. The Senate amendment also assumes
the repeal of the Davis-Bacon Act and a
modification in the Service Contract Act,
thereby reducing federal contract costs. In
addition, the Senate amendment adds fund-
ing to cover half of agencies’ costs of provid-
ing annual pay raises (based on the employ-
ment cost index-ECI) to federal employees
(except Senior Executive Service and Execu-
tive Schedule).
Conference agreement

The conference agreement assumes over-
head savings that are roughly halfway in be-
tween the savings assumed in the House res-
olution and the Senate amendment. The
agreement also assumes the House’s full re-
peal of the Service Contract Act, the House
assumption of savings for agencies from
using a VISA credit card for GPO orders less
than $1,000, and the repeal of the Davis-
Bacon Act. Finally, the agreement assumes
funding to cover half of the cost of scheduled
ECI raises.

FUNCTION 950: UNDISTRIBUTED OFFSETTING
RECEIPTS

The House budget resolution provides
¥$315.7 billion in budget authority and out-
lays over seven years. The Senate amend-
ment provides ¥$322.1 billion in budget au-
thority and outlays over seven years. The
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conference agreement provides ¥$313.7 bil-
lion in budget authority and outlays over
seven years.
House resolution

The largest policy impact in this function
is expected to come from extending and
broadening the Federal Communications
Commission’s (FCC) authority to auction
spectrum. The resolution assumes additional
receipts from this authority of $15 billion
over seven years.

The House also anticipates proceeds of $4.2
billion from transferring the Alaska Power
Marketing Administration to Alaska, and
converting the Southeastern, Southwestern,
and Western power agencies into private cor-
porations.

Finally, the resolution assumes the 2.5 per-
cent increase in federal employee retirement
contributions that were part of H.R. 1215, as
passed by the House earlier this year.
Senate amendment

The Senate amendment assumes broad and
permanent authority would be provided to
the FCC to recover value through auction or
fees from the spectrum, amounting to $29 bil-
lion over seven years. The Senate amend-
ment includes no assumption relating to
payments into the federal civilian retire-
ment plans. All effects of asset sales are dis-
played in function 270.
Conference agreement

The conference agreement assumes the
FCC is provided sufficient authority to re-
cover value from the spectrum amounting to
$14 billion over seven years. In addition, the
agreement assumes either that federal work-
ers would contribute an additional 0.25 per-
cent of their salary in 1996 and 1997 (increas-
ing to 0.5 percent in 1998 and thereafter) to-
wards their retirement and that employing
agencies would pay an additional 1 percent
per year beginning in 1996, or some other
changes in federal employee policies that
would be sufficient to achieve these savings.
The budgetary effect of the employees’ con-
tributions appear in the revenues part of the
budget, while the agencies’ contributions,
which are intrabudgetary and are paid from
most budget functions, appear as $2.7 billion
of offsetting receipts in Function 950.

The conference agreement assumes net
mandatory savings from energy assets sales
of $77 million in 1996, and $737 million for the
period 1996 through 2002. The House resolu-
tion assumed net mandatory savings from
the sale of the Alaska, Southeastern, and
Southwestern, and Western power marketing
administrations (PMAs) of $77 million in
1996, and $1.4 billion over 7 years. The Senate
assumed a narrower proposal for the sale of
PMA assets, which would achieve net manda-
tory savings of $77 million in 1996, and $167
million over 7 years. The conferees note that
the most significant difference for energy
mandatory spending between the House reso-
lution and the Senate amendment was the
sale of PMA assets.

While the Senate adopted a sense of the
Senate amendment that the savings should
be achieved in other energy mandatory pro-
grams, the conferees were unable to identify
sources in other energy mandatory programs
to achieve this level of savings. The con-
ference agreement drops the Senate’s as-
sumptions in function 270, Energy, to
achieve savings of $900 million from the sale
of 62 million barrels of Weeks Island strate-
gic petroleum reserve oil and $154 million
from hydropower leasing to give the commit-
tees of jurisdiction maximum flexibility to
achieve savings assumed from energy asset
sales.

The conferees note that the Senate Energy
and Natural Resources Committee’s rec-
onciliation instruction in the conference

agreement is smaller than the Senate
amendment’s instruction. The conferees note
that the entire unspecified energy asset sav-
ings could be achieved by the sale of PMA as-
sets. Alternatively, these savings could be
achieved through a combination of the sale
of Weeks Island oil, hydropower leasing, and
even a narrower proposal for the sale of PMA
assets than assumed in the Senate-reported
budget resolution.

Ultimately, the committees of jurisdiction
must determine how to meet their reconcili-
ation instructions. If the committees of ju-
risdiction pursue PMA sales as a means of
achieving the savings assumed in the con-
ference agreement, the conferees believe the
sale should be structured to ensure that
ratepayers are protected from unreasonable
rate increases. The conferees are concerned
that allegations are being made that the sale
of the PMAs could cause exorbitant in-
creases in the cost of electricity to rate-
payers. The conferees believe these facilities
can be operated more efficiently and that the
sale of these assets can be accomplished with
appropriate safeguards that can ensure no or
minimal increase in customers’ electricity
rates.

REVENUES

Federal revenues are taxes and other col-
lections from the public that result from the
government’s sovereign or governmental
powers. Federal revenues include individual
income taxes, corporate income taxes, social
insurance taxes, estate and gift taxes, cus-
toms duties and miscellaneous receipts
(which include deposits of earnings by the
Federal Reserve System, fines, penalties,
fees for regulatory services, and others).

In 1995, total revenue collections are ex-
pected to be $1.355 trillion. The House budget
resolution projects federal revenues to be
$1.815 trillion by the year 2002, representing
36 percent growth from the 1995 level. The
Senate amendment projects federal revenues
to be $1.885 trillion by the year 2002, rep-
resenting 39 percent growth from the 1995
level.
House resolution

The House revenue projections reflect
CBO’s December 1994 estimates and eco-
nomic assumptions. It includes the enact-
ment of H.R. 831 which restores the 25 per-
cent deduction for health insurance costs of
self-employed individuals for 1994, and would
increase it permanently to 30 percent there-
after.

The House resolution assumes enactment
of H.R. 1215, the replacement of the one-dol-
lar bill with a new dollar coin, and the elimi-
nation of several corporate tax subsidies.

H.R. 1215, the Tax Fairness and Deficit Re-
duction Act of 1995, includes provisions that
would provide tax relief to families with a
$500 per child tax credit, reduce the tax pen-
alty on two-earner married couples, restore
universality to IRAs, repeal the 1993 tax in-
crease on social security benefits, and reduce
the cost of capital and increase incentives
for risk taking by indexing and reducing the
effective tax rate on capital gain income.

The House resolution anticipates that the
Committee on Ways and Means will explore
restoration or continuation of certain tax
and trade provisions which have expired or
will soon expire as well as certain other tax
measures. It is expected that the Committee
on Ways and Means—in seeking to offset the
cost of these measures—will look to changes
reducing inappropriate corporate tax bene-
fits, other appropriate revenue offsets, and
spending reductions within the Committee’s
jurisdiction.
Senate amendment

The Senate amendment assumes no net
change in revenues from the current law

level over the period 1996–2000 or over the pe-
riod 1996–2002. The Finance Committee is
given no revenue reconciliation instructions.

The Senate amendment incorporates the
revenue losses associated with the prior en-
actment of H.R. 831, the Self-Employed
Health Insurance bill. The Senate amend-
ment also incorporates small revenue in-
creases associated with assumptions regard-
ing reform of the Earned Income Tax Credit
(EITC) (roughly 90 percent of the budget ef-
fect of the EITC reform proposals is shown in
function 600). During floor consideration, the
Senate agreed to the Snowe amendment
which assumes a five-year revenue increase
of $6.2 billion and a seven-year revenue in-
crease of $9.4 billion from reducing corporate
tax subsidies. The Senate amendment con-
tains Sense of the Senate language which
recommends that the expatriate loophole be
closed (raising $3.6 billion in revenue over
ten years) and that the revenues be used for
deficit reduction.

The Senate amendment assumes that the
Finance Committee acts to extend expiring
provisions so long as the net revenue reduc-
tions are no greater than $3.7 billion over
five years and $3.8 billion over seven years.
The Finance Committee may decide to raise
some revenues by extending expiring taxes,
and reduce some revenues by extending other
expiring provisions. Possible extensions of
current taxes that raise revenue include: cor-
porate tax dedicated to Superfund, FUTA 0.2
percentage point surtax, luxury tax on pas-
senger vehicles, 1.25 cents/gallon railroad
diesel fuel tax, 2.5 cents/gallon motorboat
gasoline tax, and the 20.1 cents/gallon motor-
boat diesel fuel tax. Possible extensions of
expiring provisions that lose revenue in-
clude: the commercial aviation exemption
from the fuel tax, deduction for contribu-
tions to private foundations, targeted jobs
tax credit, exclusion for employer-provided
education assistance, orphan drug tax credit,
research and experimentation tax credit and
allocation rules, generalized system of pref-
erences, deny deduction for some non-
complying health plans (ERISA waiver), and
the nonconventional fuels tax credit.

The Senate amendment assumes that the
Federal Reserve would be required to trans-
fer reserves to the Treasury, saving $1.7 bil-
lion in 1999 and $2.0 billion in 2000.

In the section on procedural provisions,
the Senate amendment includes two ‘‘reserve
funds’’ that would provide for further tax re-
ductions. The first reserve fund would pro-
vide, after passage of a conference report on
reconciliation, a reserve fund to accommo-
date deficit-neutral tax reduction legisla-
tion. The second reserve fund would provide,
after enactment of reconciliation, a reserve
fund to allow CBO’s ‘‘fiscal dividend’’ to be
made available for tax reduction legislation.
The language in the resolution makes it
clear that the fiscal dividend savings must
be ‘‘locked-in’’ before they can be dedicated
to tax cuts. The reserve fund provides that in
the event reconciliation is enacted, the Con-
gressional Budget Office (CBO) would certify,
broken down on a year-by-year basis, the
amount of the fiscal dividend achieved as a
result of enacting this balanced budget plan.
That ‘‘fiscal dividend’’ could be used to offset
the revenue loss from a tax cut. Numerous
amendments designed to use the fiscal divi-
dend to increase the size of government by
increasing spending on various programs
were defeated. By voting down various
amendments, the Senate expressed its view
that the fiscal dividend should not be used to
restart the tax and spend cycle that this fair,
but tough, balanced budget plan was de-
signed to stop.

The Committee adopted a Boxer-Brown
Sense of the Senate resolution providing
that approximately ninety percent of the
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benefits of any tax cuts should be targeted to
middle class working families with incomes
below approximately $100,000. The Commit-
tee’s interpretation of the appropriate defi-
nition of ‘‘income’’ is adjusted gross income.
It is the Committee’s view that adjusted
gross income is the most commonly under-
stood definition of income. Taxpayers and
the Internal Revenue Service use ‘‘adjusted
gross income’’ to calculate federal income
tax liability. The Committee expressly re-
jected the use of ‘‘family economic income’’
to calculate income for the purpose of defin-
ing the middle class tax cut. It expressly re-
jected the view that income should be cal-
culated to include the value of the ‘‘imputed
rent’’ on owner-occupied housing, the value
of employer-provided benefits such as health
insurance and pension contributions, the
value of the inside build-up of life insurance,
pension plans, capital gains that have not
yet been realized because the taxpayer has
not sold the capital asset, an estimate of in-
come that an average family should have re-
ported for tax purposes but did not, or Social
Security and AFDC payments. Each of these
items are included in the definition of family
economic income. Any calculation based on
family economic income results in families
appearing to be in higher income brackets
and income tax brackets than they actually
are.

The specific requirements for both reserve
funds are discussed in more detail in the de-
scription of procedural provisions.
Conference agreement

The conference agreement incorporates the
revenue losses associated with the prior en-
actment of H.R. 831, the Self-Employed
Health Insurance bill and does not assume
extension of the oil and feedstock excise tax
dedicated to Superfund. The conference
agreement assumes that some savings will be
achieved from EITC reform, and that the Fi-
nance and Ways and Means Committees will
act to extend expiring provisions. The con-
ference agreement does not assume addi-
tional revenues from requiring Federal Re-
serve transfers to the Treasury. The con-
ference agreement does not assume addi-
tional revenues from replacing the one-dol-
lar bill with a one-dollar coin. However, the
Conferees believe the proposal has signifi-
cant merit and encourage the Banking Com-

mittees to seriously consider this proposal to
update our money system.

The conference agreement assumes that
federal employees will increase contribu-
tions toward their retirement by 0.25 percent
of their salary in 1996 and 1997 and an addi-
tional 0.25 percent in 1998 and thereafter.
This phased-in one-half percent increase in
employee contributions results in additional
revenues of $1.1 billion over seven years.

The conference agreement includes a
‘‘budget surplus allowance’’ that could pro-
vide for further tax reductions which is dis-
cussed in the section on Procedural Provi-
sions.

The conference agreement anticipates that
the respective House and Senate authorizing
committees will comply with the deficit-re-
duction reconciliation directives in this res-
olution, thereby allowing a net seven-year
tax cut of $245 billion to be included in the
final reconciliation bill. The conferees agree
that the $245 billion net tax cut represents
an appropriate balance between accommo-
dating the tax cuts in the House-passed
‘‘Contract with America’’ and the need to
put the deficit on a declining path to a bal-
anced budget in the year 2002. The con-
ference agreement allows a net tax cut which
the conferees agree can accommodate provi-
sions which will strengthen the American
family by reducing the tax burden on fami-
lies with children and on two-earner married
couples, and encourage savings, capital in-
vestment, job creation and economic growth
by reducing taxes on savings and invest-
ment.

The conferees also urge the Finance and
Ways and Means Committees to explore the
closing of corporate tax loopholes that con-
fer inappropriate tax benefits on individual
corporations or industries. The elimination
of these tax loopholes should either be in-
cluded in the reconciliation process or in
other legislation affecting revenues, such as
legislation designed to extend expiring tax
provisions.

PROCEDURES

DISCRETIONARY SPENDING LIMITS

(Sec. 201 of the Senate amendment; Sec. 201
of the conference agreement)

The 1990 Budget Enforcement Act (BEA)
established caps on defense, international,
and domestic discretionary spending. These

caps were enforced by sequesters and a
points of order in the Senate. The separate
caps covered 1990 through 1993. The BEA pro-
vided a cap on total discretionary spending
for 1994 through 1995. The Omnibus Budget
Reconciliation Act of 1993 extended caps on
total discretionary spending through 1998.
The 1995 budget resolution (H. Con. Res. 218)
reduced these discretionary caps for purposes
of enforcement in the Senate.

House resolution

The House resolution contains no provi-
sions regarding discretionary spending lim-
its.

Senate amendment

Section 201 of the Senate amendment es-
tablishes caps on defense and nondefense dis-
cretionary spending for 1996 through 2002.
For 1996 through 2000, the discretionary caps
do not include funding from the Violent
Crime Reduction Trust Fund, consistent
with the intent of public law 103–322, which
established the fund. This section also pro-
vides for the enforcement of these discre-
tionary spending caps by creating a point of
order in the Senate against consideration of
a budget resolution that would exceed the
aggregate cap on discretionary spending.
This section also provides a point of order in
the Senate against an appropriations bill
that would exceed the defense or non-defense
levels for a fiscal year or that would exceed
the section 602(b) suballocation of those lev-
els. This point of order can be waived by an
affirmative vote of three-fifths of the Sen-
ate.

Conference agreement

The conference agreement contains the
Senate provision with an amendment. The
conference agreement modifies the Senate
amendment to provide individual caps for de-
fense and nondefense spending for 1996
through 1998. In addition, the agreement pro-
vides that the application of the point of
order to budget resolutions after 1996 is con-
tingent on the enactment of a reconciliation
bill pursuant to this resolution. The discre-
tionary spending limits are applicable in
both Houses, but are enforced by a point of
order only in the Senate. The following table
indicates the discretionary spending limits
for 1996 through 2002.

DISCRETIONARY CAP TOTALS
[Dollars in millions]

1996 1997 1998 1999 2000 2001 2002

Defense:
Budget Authority ................................................................................................................................................................................................................................ 265,406 267,962 269,731
Outlays ............................................................................................................................................................................................................................................... 264,043 265,734 264,531

Nondefense:
Budget Authority ................................................................................................................................................................................................................................ 219,668 214,468 220,961
Outlays ............................................................................................................................................................................................................................................... 267,725 254,561 248,101

Total Discretionary:
Budget Authority ................................................................................................................................................................................................................................ 485,074 482,430 490,692 482,207 489,379 496,601 498,837
Outlays ............................................................................................................................................................................................................................................... 531,768 520,295 512,632 510,482 514,234 516,403 515,075

EXTENSIONS OF THE SENATE PAY-AS-YOU-GO

POINT OF ORDER

(Sec. 202 of the Senate amendment; Sec. 202
of the conference agreement)

Subsection 12(c) of the 1994 budget resolu-
tion (H. Con. Res. 64) established a pay-as-
you-go point of order in the Senate that pro-
hibited consideration of legislation that
would cause an increase in the deficit over a
ten year period. The 1995 budget resolution
(H. Con. Res. 218) modified and extended this
point of order to provide that legislation was
out of order if it caused a deficit increase in
the first year covered by the budget resolu-
tion, the sum of the first five years covered
by the budget resolution, and the sum of the
five years following the first five year pe-

riod. The current pay-as-you-go point of
order expires in 1998.

House resolution

The House resolution contains no provi-
sions regarding the pay-as-you-go point of
order.

Senate amendment

Section 202 of the Senate amendment ex-
tends this point of order through 2002 and re-
vises the point of order to make one addi-
tional change. The current pay-as-you-go
point of order permits the use of budgetary
savings generated by legislation enacted
since 1993 as an offset for legislation that
would increase the deficit. The Senate would
modify the pay-as-you-go point of order to
eliminate the ability to use prior year sur-
pluses.

Conference agreement

The conference agreement contains the
Senate provision with an amendment. This
amendment provides that the budgetary ef-
fects of the reconciliation legislation en-
acted pursuant to this resolution should not
be taken into account for the purposes of the
pay-as-you-go point of order. This ensures
that the budgetary savings achieved from en-
actment of reconciliation legislation are de-
voted to deficit reduction and cannot be used
as an offset for future legislation.

RESERVE FUNDS

(Sec. 203 of the Senate amendment; Sec. 203
and Sec. 204 of the conference agreement)

A budget resolution establishes binding
ceilings on spending and binding floors on
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revenues. These ceilings and floors are en-
forced by points of order in the Senate that,
if raised, can only be waived by an affirma-
tive vote of three-fifths of the Senate. A re-
serve fund provides the Chairman of the
Budget Committee with the authority to
modify the outlay ceiling and the revenue
floor to accommodate deficit-neutral legisla-
tion. The Budget Act specifically authorizes
the inclusion of reserve funds in a budget
resolution and past budget resolutions have
included reserve funds for a variety of pur-
poses. For example, the 1995 budget resolu-
tion contained 11 such reserve funds.

House resolution

The House resolution contains no reserve
funds.

Senate amendment

Section 203 of the Senate amendment pro-
vides a reserve fund for deficit-neutral legis-
lation that reduces revenues following pas-
sage of the conference report on reconcili-
ation. This reserve fund provides the Chair-
man authority to modify the aggregates for
legislation that reduces revenues.

Conference agreement

The conference agreement contains two re-
serve funds: section 203 provides a reserve
fund in the Senate for tax reduction legisla-
tion and section 204 provides a reserve fund
in both Houses for welfare reform legisla-
tion.

Section 203 gives the Senate Budget Com-
mittee Chairman the authority to revise
budget aggregates and allocations for defi-
cit-neutral tax reduction legislation. This
first reserve fund is not available until after
September 30, 1995. The conferees chose this
deadline because it falls after the reconcili-
ation reporting deadline (including time to
respond to the second reconciliation instruc-
tion).

The conference agreement gives the Chair-
man the discretion to modify the aggregates
for deficit-neutral tax reduction legislation.
The conferees intend that committees meet
their reconciliation instructions first and
that these savings are enacted before this re-
serve fund is used. The conferees are particu-
larly opposed to efforts to take provisions
from reconciliation legislation that are nec-
essary to balance the budget and use them in
separate legislation to pay for tax reduc-
tions. However, if reconciliation legislation
clearly fails in the Congress or the President
vetoes the reconciliation bill and such veto
is not over turned, this reserve fund is pro-
vided to allow Congress the flexibility to
consider tax reform legislation as long as it
does not increase the deficit.

Section 204 of the conference agreement
provides a welfare reserve fund for both
Houses. This reserve fund provides a mecha-
nism to increase the discretionary caps for
welfare reform legislation that converts wel-
fare entitlement programs to discretionary
programs. The conference agreement as-
sumes significant savings in welfare reform
programs. This reserve fund only can be trig-
gered for legislation if the mandatory sav-
ings associated with the conversion are in
excess of the savings necessary to comply
with the reconciliation directives of this res-
olution. While the Chairmen are given dis-
cretion to revise allocations and aggregates
pursuant to this section, the conferees in-
tend and fully expect that the Chairmen will
make these revisions if the conditions of the
welfare reserve fund are met. The fact that
the conferees do not make explicit assump-
tions about converting welfare entitlement
programs to discretionary programs should
not be viewed as a bias against such propos-
als, and this reserve fund provides a mecha-
nism to accommodate such legislation.

BUDGET SURPLUS ALLOWANCE

(Sec. 204 of the Senate amendment; Sec. 205
of the conference agreement)

The budget surplus allowance is a proce-
dure to accommodate tax reduction legisla-
tion if the budget is balanced by 2002. The
budget surplus allowance would make the
additional savings resulting from a balanced
budget available for tax reduction legisla-
tion.

CBO has calculated that adoption of a bal-
anced budget could generate additional
budgetary savings of $170 billion over seven
years as the result of reduced interest rates
and higher economic growth brought on by
budget balance that eliminates the need for
additional federal borrowing. This additional
budgetary savings has been referred to as the
‘‘fiscal dividend’’ or ‘‘economic dividend’’.

Past budget resolutions have contained re-
serve funds, contingencies or allowances that
provide the Budget Committee Chairman
with the authority to modify the aggregate
levels in the budget resolution for future leg-
islation. For example, the 1995 budget resolu-
tion gave the Chairman the authority to add
$405 million in budget authority and outlays
to the levels in the budget resolution to ac-
commodate higher spending by the Internal
Revenue Service (IRS).
House resolution

The House resolution contains no budget
surplus allowances.

The House budget resolution assumes
CBO’s $170 billion fiscal dividend from bal-
ancing the budget. The House budget resolu-
tion is based on CBO’s January economic
forecast and projections. The House modified
CBO’s economic projections of interest rates
and real GDP growth to include CBO’s esti-
mate of fiscal dividend. This modification re-
duces CBO’s deficit projection by $170 billion
for the period 1996 through 2002.
Senate amendment

The Senate amendment did not include the
$170 billion fiscal dividend in the baseline.
Instead, the Senate amendment provides a
procedure that would make the fiscal divi-
dend available for tax reduction legislation
only after enactment of a reconciliation bill
that balances the budget by 2002.

Section 204 of the amendment provides a
budget surplus allowance that requires the
Chairman of the Senate Budget Committee
to reduce the budget resolution’s revenue
floor by an amount equal to the additional
budgetary savings as estimated by CBO that
will be achieved as a result of the enactment
of legislation that produces a balanced budg-
et.

This section also establishes a number of
contingencies that accommodate tax reduc-
tions only if certain conditions are met. The
primary contingency is a requirement that
the Congressional Budget Office (CBO) cer-
tify that the reconciliation bill will produce
a balanced budget by 2002. Once CBO certifies
that the enacted reconciliation bill will
produce a balanced budget by 2002, the Chair-
man is required to lower the revenue floor to
accommodate legislation that provides fam-
ily tax relief and incentives to stimulate
savings, investment, job creation, and eco-
nomic growth.
Conference agreement

Section 205 of the conference agreement es-
tablishes a budget surplus allowance that
provides that tax reductions only will be en-
acted as part of a legislative package that
will produce a balanced budget by 2002.
Under the conference agreement, if this bill
does not achieve balance by 2002, the tax re-
ductions are not to be included in the rec-
onciliation bill.

Section 105 of the conference agreement in-
cludes two reconciliation instructions. The

first reconciliation instruction, section
105(a), comprises the outlay savings nec-
essary to reach balance by 2002. The second
instruction, section 105(b) of the resolution,
comprises the revenue reductions and is trig-
gered by the section 205 of the conference
agreement, the budget surplus allowance.

Section 205 of the conference agreement re-
quires the Chairmen of the Budget Commit-
tees to submit committees’ responses to the
first reconciliation instruction to the Con-
gressional Budget Office (CBO). If CBO cer-
tifies that these legislation recommenda-
tions will reduce spending by an amount
that will lead to a balanced budget by 2002,
the second reconciliation instruction is trig-
gered. On the other hand, if CBO finds that
the first submission would not lead to a bal-
anced budget by 2002 and committees are un-
able to submit legislation that would
produce a balanced budget, then the Budget
Committees are to report the reconciliation
bill absent the tax reductions.

Section 205(a) also requires the Chairman
of the Budget Committees to submit the con-
ference report on reconciliation legislation
to CBO prior to the submission of this con-
ference report. In conducting the assessment
of legislative submissions made pursuant to
section 105(a), the conferees intend that CBO
not include the fiscal dividend. If the con-
ference report contains tax reductions pursu-
ant to section 105(b), CBO’s assessment of
the conference report should take into ac-
count the fiscal dividend in its assessment of
whether the conference report would achieve
a balanced budget by 2002.

If the second reconciliation instruction is
triggered, the tax writing committees are in-
structed to reduce revenues by a total of not
more than $245 billion over 7 years and by
not more than $50 billion in 2002. The tax
writing committees are given 5 days to sub-
mit tax legislation to the Budget Commit-
tees. The Budget Committees are then re-
quired to add this tax reduction legislation
with the earlier submissions and report one
bill that encompasses both the spending re-
ductions and the tax reductions.

If CBO certifies that the committees’ rec-
onciliation submissions made pursuant to
section 105(a) will achieve a balanced budget,
Section 205(b) requires the Chairman of the
Budget Committee to reduce the revenue ag-
gregates by an amount that is consistent
with the reconciliation instructions. The
budget resolution revenue aggregates and
reconciliation instructions are not parallel
in this instance. The conferees intend that
the Chairman reduce the revenue aggregates
by an amount that would accommodate a
seven year tax reduction of $245 billion as
long as this revision does not result in a defi-
cit in 2002.

The conference agreement is predicated on
a balanced budget plan. Section 205(e) pro-
vides that the revenue reconciliation in-
struction and the authority to modify the
revenue aggregates to accommodate rec-
onciliation legislation is only available if
the reconciliation directives are achieved
and the reconciliation legislation produces a
balanced budget based on CBO’s estimates.

Under section 205(e), the Senate Budget
Committee Chairman is responsible for as-
suring that the revenue aggregates are not
reduce below a level that would cause a defi-
cit in 2002. If CBO’s assessment of the con-
ference report under section 204(a) concludes
that it will result in a deficit in 2002, in com-
pliance with this subsection, the conferees
intend that the Chairmen work with com-
mittees to modify the conference report to
achieve a balanced budget by 2002. If this is
not possible, it is the Senate Budget Com-
mittee Chairman’s responsibility to raise the
revenue floor by an amount to ensure that
the reconciliation conference report achieves
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balance by 2002 and if the tax reductions in
the conference report are not modified, the
conference report could be subject to a point
of order under section 311 of the Budget Act.

SCORING OF EMERGENCY LEGISLATION

(Sec. 205 of the Senate amendment)
Section 606(d)(2) of the Congressional

Budget and Impoundment Control Act of 1974
provides that the budgetary impact of legis-
lation is not taken into account for Budget
Act points of order if legislation is des-
ignated as an emergency by the President
and the Congress.
House resolution

The House resolution contains no changes
in rules or procedures for emergency legisla-
tion, but section 9 of the House resolution
does contain sense of the Congress language
on emergency legislation.
Senate amendment

Section 205 of the Senate amendment pro-
vides that beginning with 1996 all legislation
will be scored for the purposes of the budget
resolution and the Budget Act even if it is
designated as an emergency. The Senate
amendment does not affect current law pro-
visions that provide adjustments to the caps
so that emergency legislation does not cause
a sequester under the Balanced Budget and
Emergency Deficit Control Act. This section
does provide that the discretionary caps es-
tablished by section 201 of this resolution
will be adjusted after the enactment of any
emergency legislation to hold the Appropria-
tions Committee harmless for the cost of the
emergency legislation.
Conference agreement

The conference agreement contains no pro-
cedural provisions regarding the scoring of
emergency legislation.

SALE OF GOVERNMENT ASSETS

(Sec. 6 of the House resolution; Sec. 206 of
the Senate amendment; Sec. 206 of the con-
ference agreement)
In 1987, the Congress adopted a change in

the scoring of legislation to provide that the
proceeds from assets sales should not be
taken into account for budget enforcement
purposes. Each budget resolution since 1986
has contained language prohibiting the scor-
ing of savings associated with asset sales. In
addition, section 257(e) of the Balanced
Budget and Emergency Deficit Control Act
prohibits the scoring of the proceeds from
asset sales.
House resolution

Section 6 of the House resolution provides
that for the purposes of the Budget Act and
budget resolutions the proceeds from asset
sales will be scored.
Senate amendment

Section 106 of the Senate amendment con-
tains the same language as section 6 of the
House resolution.
Conference agreement

The conference agreement contains the
House language. The conferees are concerned
about the long-term budgetary impact of
asset sales and do not support asset sales
that would cost the Federal government
money in the long run. The conferees believe
that the Congress should consider adoption
of a new scoring rule that would take into
account the long-term budgetary impact of
asset sales.

Subsection (d) of the conference agreement
includes language providing that loan pre-
payments and loan asset sales should be gov-
erned by the terms of the Federal Credit Re-
form Act of 1990. Both the Congressional
Budget Office (CBO) and the Office of Man-
agement and Budget (OMB) currently score
proposed loan prepayments and loan asset

sales under credit reform. The conferees be-
lieve OMB and CBO have properly scored
these transactions. The conferees are includ-
ing this language to make it clear that the
repeal of the asset sale scoring rule does not
impact the scoring of loan asset sales or pre-
payments, which will continue to be gov-
erned by the Federal Credit Reform Act of
1990.

CREDIT REFORM AND DIRECT STUDENT LOANS

(Sec. 207 of the Senate amendment; Sec. 207
of the conference agreement)

The 1990 Federal Credit Reform Act modi-
fied the budgetary treatment of Federal
credit programs to take into account the
long-term cost of Federal credit activities.
More specifically, this law required the cost
of direct loans and guaranteed loans to be
measured by taking the net present value of
the cash flows over the life of the direct loan
or loan guarantee.
House resolution

The House resolution does not contain pro-
cedural provisions regarding the scoring of
student loans, but section 13 of the House
resolution includes sense of the Congress
language on the scoring of student loans.
Senate amendment

Section 207 of the Senate amendment puts
the measurement of administrative expenses
of guaranteed student loans on equal footing
with legislation that would expand direct
student lending by the Federal government.
More specifically, this section provides that
for the purposes of Congressional scoring the
administrative costs for new direct student
loans to be measured on a net present value
basis.
Conference agreement

The conference agreement contains the
Senate provision with an amendment. The
conference agreement would apply the new
scoring of administrative costs for all legis-
lation affecting student loans.

The conferees recommend this change to
correct a disparity that has arisen under the
Federal Credit Reform Act of 1990 for the
scoring of student loans. Currently, the ad-
ministrative costs for direct student loans
are measured on a cash basis, with the budg-
et reflecting only that year’s cost of admin-
istering the loan. For guaranteed student
loans, the administrative costs are measured
on a net present value basis for the entire
length of the loan. The result is that direct
lending appears to be much less expensive
than guaranteed student lending. Both the
Congressional Research Service and the Con-
gressional Budget Office have acknowledged
the bias that this treatment of administra-
tive expenses has created.

EXTENSION OF BUDGET ACT 60-VOTE
ENFORCEMENT

(Sec. 208 of the Senate amendment; Sec. 208
of the conference agreement)

Under current law, the three-fifths require-
ment in the Senate to waive many of the
Budget Act’s points of order is permanent.
The 1995 concurrent resolution on the budget
provided a 1998 sunset date for the three-
fifths waiver requirement for many of these
points of order.
House resolution

The House resolution contains no provi-
sions regarding the sunset date for super ma-
jority points of order in the Senate.
Senate amendment

Section 208 of the Senate amendment ex-
tends the sunset date for this three-fifths
waiver requirement through 2002. The Senate
amendment does not affect section 313 of the
Budget Act (the Byrd rule), which has a per-
manent requirement for a three-fifths waiv-
er.

Conference agreement
The conference agreement contains the

Senate provision.
REPEAL OF THE IRS ALLOWANCE

(Sec. 7 of the House resolution; Sec. 209 of
the Senate amendment; Sec. 209 of the con-
ference agreement)
Section 25 of the 1995 budget resolution (H.

Con. Res. 218) created a $405 million budget
authority and outlay allowance to fund an
Internal Revenue Service (IRS) compliance
initiative outside the discretionary caps.
This section provided that the budget resolu-
tion’s discretionary caps, allocations, and
aggregates would be revised upward by $405
million upon the reporting of appropriations
legislation that fully funded an IRS compli-
ance initiative.
House resolution

Section 7 of the House resolution restates
section 25 of H. Con. Res. 218 and provides a
$405 million budget authority and outlay al-
lowance for the IRS.
Senate amendment

Section 209 of the Senate amendment re-
peals this allowance and expresses the sense
of the Senate concerning the Taxpayers Bill
of Rights and the priority to be given to
compliance programs in IRS funding.
Conference agreement

The conference agreement contains the
Senate provision on the repeal of the IRS al-
lowance. The conferees are concerned about
efforts to circumvent the caps and do not be-
lieve that the IRS should be funded outside
the discretionary caps. The conferees believe
that the IRS compliance initiative should be
fully funded and the conference agreement
assumes funding for this initiative in func-
tion 800, General Government.

While the conference agreement does not
contain the sense of the Senate provisions on
taxpayer bills of rights, the Senate conferees
urge the Senate to pass the taxpayer bill of
rights to this Congress.
TAX REDUCTION CONTINGENT ON THE BALANCED

BUDGET IN THE HOUSE

(Sec. 210 of the conference agreement)
House resolution

Section 4 of the House resolution contains
a reconciliation instruction to the House
Ways and Means Committee to reduce reve-
nues. That instruction assumes enactment of
the Tax Fairness and Deficit Reduction Act,
replacement of the one-dollar bill, and the
elimination of several corporate tax sub-
sidies.
Senate amendment

The Senate amendment contains a tax re-
serve fund that would accommodate deficit
neutral legislation that reduced revenues
after passage of the reconciliation con-
ference report. The amendment also contains
a budget surplus allowance that makes
CBO’s ‘‘fiscal dividend’’ available after en-
actment of the reconciliation measure for
legislation that reduces revenues for family
tax relief and incentives to stimulate sav-
ings, investment, job creation, and economic
growth.
Conference agreement

The conference agreement establishes a
process for certifying a balanced budget be-
fore the House takes up a reconciliation bill
that would reduce taxes. The Congressional
Budget Office would score all legislation sub-
mitted to the Budget Committee (or any
amendment by the Rules Committee self-ex-
ecuted into the bill) and the economic divi-
dend that would result from a balanced budg-
et. On the basis of a CBO estimate of a bal-
anced budget, the Chairman of the Budget
Committee would certify a balanced budget.
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If the Chairman certifies a balanced budg-

et, then the revenue floor in the budget reso-
lution would be reduced. In the absence of
such certification, the reconciliation bill
would be subject to a point of order under
Section 311 of the Budget Act because it
would cause revenues to be less than revenue
floor established in the budget resolution.

EXERCISE OF RULEMAKING POWERS

(Sec. 210 of the Senate amendment; Sec. 211
of the conference agreement)

The Constitution reserves to each of the
Houses the authority to determine its own
rules. When Congress adopts new rules or
procedures in legislation, the Congress fre-
quently includes a provision stating that the
changes represent an exercise of the rule-
making authority of the House of Represent-
atives and the Senate and the two Houses re-
serve their right to modify their rules at
anytime. For example, section 904(a) of the
Congressional Budget and Impoundment
Control Act of 1974 provides a provision re-
serving the rulemaking authority of the
House of Representatives and the Senate.
House resolution

The House resolution contains no provision
regarding the rulemaking authority of the
Houses.
Senate amendment

Section 210 of the Senate amendment
states that the procedural provisions in the
amendment are made in recognition of the
Constitutional right of the Senate to make
its own rules and to change those rules at
any time in an appropriate manner.
Conference agreement

The conference agreement contains the
Senate provision with an amendment to ex-
pand the application of the language to the
House of Representatives.

MISCELLANEOUS PROVISIONS

SENSE OF CONGRESS LANGUAGE

(Secs. 5 and 8 through 14 of the House resolu-
tion, title III of the Senate amendment,
and title III of the conference agreement)

House resolution

Section 5 of the House resolution includes
a statement that Congress will re-examine
the reductions in the agricultural programs
for fiscal years 1999 and 2000 unless: 1998 agri-
cultural land values are at least 95 percent of
their value today, regulatory relief for the
agriculture sector is enacted, certain tax re-
lief is enacted, and trade agreements are im-
plemented that result in lower subsidies and
fewer import barriers.

The House resolution includes provisions
that express the sense of Congress that: base-
line budgeting should be replaced with a
form of budgeting that requires full jus-
tification and analysis of proposals and that
maximizes Congressional accountability for
public spending (section 8); that Congress
should study alternative approaches to budg-
eting for emergencies (section 9); that Sallie
Mae should be restructured as a private cor-
poration (section 10); that House rule XLIX
should be repealed and the extension of the
public debt should be set at levels and at
such durations as to ensure a balanced budg-
et by 2002 (section 12); that the costs of di-
rect student loans should be the net present
value of the disbursement, principal repay-
ment, and other payments and costs includ-
ing administrative expenses (section 13); and
that a commission should be established to
make recommendations concerning the long-
term solvency of the military and civil re-
tirement funds (section 14).

In addition, the House resolution includes
one provision expressing the sense of the
House of Representatives regarding the pay-
ment of the debt (section 11).

Senate amendment
Title III of the Senate amendment includes

seven provisions that express the sense of
the Congress that: the Federal government
should develop a uniform Federal accounting
system (section 305), that 90 percent of the
benefits of any tax cuts should be targeted to
working families earning less than $100,000
annually (section 306), that a bipartisan com-
mission should be established to make rec-
ommendations concerning the solvency of
Medicare in the short and long-term (section
307), that the health care needs of pregnant
women and children should receive priority
under Medicaid reform (section 309), that
funding for brain research should receive pri-
ority in furtherance of the goals of the Dec-
ade of the Brain (section 313), that Congress
should consider the Independent Budget for
Veterans Affairs (section 314), and that the
use of campaign funds or privately-donated
funds should be prohibited for expenses in re-
lation to sexual harassment suits (section
317).

In addition, Title III of the Senate amend-
ment contains 22 sense of the Senate provi-
sions: on program terminations (section 301),
on returning programs to the States (section
302), on encouraging turning certain Federal
functions over to the private sector (section
303), on the creation of a non-partisan com-
mission on the Consumer Price Index (sec-
tion 304), on the distribution of agriculture
savings (section 308), on the continued non-
deductibility of lobbying expenses (section
310), on the revision of the expatriate tax
(sections 311 and 319), on Medicare fraud and
abuse (section 312), on funding to States for
Motor Voter expenses (section 315), on the
use of Presidential Election Campaign funds
for expenses in relation to sexual harassment
suits (section 316), on Impact Aid (section
318), on Stafford student loans (section 320),
on children’s nutritional health (section 321),
on law enforcement and the Crime Trust
Fund (section 322), on long-term health care
(section 323), on the sale of power marketing
administrations (section 324), on overhead
expenses in the Department of Defense (sec-
tion 325), on the essential air service (section
326), on renewable energy research (section
327), and on reductions in student loans (sec-
tion 328). In addition, section 209 was amend-
ed to include sense of the Senate language
concerning funding for tax compliance ef-
forts and enactment of the ‘‘Taxpayers Bill
of Rights II.’’
Conference agreement

Title III of the Conference agreement in-
cludes three separate provisions that express
the sense of the Congress that: the commit-
tees of jurisdiction, in meeting the levels in
the resolution, should give priority to pro-
posals that identify, eliminate, and recover
funds lost due to fraud and abuse in the Med-
icare system (section 301); that Sallie Mae be
restructured as a private corporation (sec-
tion 302); and that the extension of the pub-
lic debt limit be set at such levels and for
such duration as to ensure the budget be bal-
anced by 2002 (section 303).

Section 304 of the conference agreement
also expresses the sense of the Congress that
the aggregates and functional levels in the
budget resolution assume: that Federal pro-
grams should be restructured; that Federal
programs should be reviewed to determine
whether they would be more appropriately
the responsibility of the States; that Con-
gress should examine Federal functions to
determine those that would be more effi-
ciently and effectively performed by the pri-
vate sector; that Congress has a responsibil-
ity to future generations to balance the
budget and to pay down the debt; that fund-
ing for nutrition programs may be reduced
without compromising the nutritional

health and well-being of the program recipi-
ents; and that priority should be given to
funding for science and basic and applied re-
search.

The Conference agreement includes four
separate sections that express the sense of
the Senate: that the budget resolution as-
sumes that the taxes will be restructured to
benefit working families (section 305); that
the Senate Agriculture Committee should
provide no more than 20 percent of the sav-
ings under Reconciliation from the commod-
ity programs (section 306); that a bipartisan
commission should be established imme-
diately to make recommendations concern-
ing the short-term solvency of the medicare
system (section 308); and that the health
care needs of pregnant women and children
should receive priority under Medicaid re-
form (section 309).

In addition, section 307 expresses the sense
of the Senate that the aggregates and func-
tions levels in the budget resolution assume:
that the Federal government should estab-
lish a uniform accounting system, that the
expatriate tax should be revised and any sav-
ings should go to deficit reduction, that re-
search on brain diseases and disorders should
be funded in furtherance of the goals of the
Decade of the Brain, that the essential air
service should receive sufficient funding to
continue to provide air service to small rural
communities, that funds should be made
available to the States to reimburse for ex-
penses in implementing Motor Voter, and
that a non-partisan commission should be es-
tablished to examine and make recommenda-
tions concerning the accuracy of the meth-
odology used to determine the Consumer
Price Index.

The Conference agreement also includes
five separate provisions that express the
sense of the House of Representatives that:
reductions in agricultural programs in fiscal
years 1999 and 2000 the House of Representa-
tives shall be re-examined unless certain
conditions are met (section 310); that base-
line budgeting should be replaced with a
method that requires justification and anal-
ysis of proposals and that maximizes Con-
gressional accountability (section 311); that
a commission should be established to study
and make recommendations to ensure the
long-term solvency of the military and civil
service retirement funds (section 312); that
rule XLIX of the rules of the House of Rep-
resentatives should be repealed (section 313);
and that an alternative approach to the scor-
ing of emergencies should be studied (section
314).

DISPLAY OF LEVELS AND AMOUNTS

House resolution

The House resolution contains all of the
displays of levels and amounts required by it
under section 301(a) of the Congressional
Budget Act, and includes a display of new
secondary loan guarantee commitments
within the functional levels and amounts.
The House resolution contains no other al-
ternative displays.

Senate amendment

The Senate amendment contains all of the
displays of levels and amounts required
under section 301(a) of the Congressional
Budget Act, including displays the levels of
Social Security revenues and outlays, as re-
quired by paragraph (6) for enforcement pur-
poses in the Senate. As authorized by section
301(b)(5), of the Senate amendment displays
the amounts of the increase in the public
debt subject to limitation. For informational
purposes, the Senate amendment also in-
cludes a display of the gross interest on the
public debt consistent with the levels of net
interests shown in functional category 900
and a display of the aggregate levels and
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functional amounts without including the
Hospital Insurance Trust Fund.
Conference agreement

The conference agreement includes all of
the required displays of levels and amounts,
including those of Social Security outlays
and revenues. The agreement also includes
the amounts of the increase in the public
debt subject to limit. With respect to the in-
formational displays, the conference agree-
ment contains the display of the gross inter-
est on the public debt consistent with the
levels of net interest in function 900. The
conference agreement recedes to the House
concerning the informational display of lev-
els and amounts without the Hospital Insur-
ance trust fund amounts and the House re-
cedes to the Senate on the display of second-
ary loan guarantee commitments.

JOHN R. KASICH,
DAVE HOBSON,
BOB WALKER,
JIM KOLBE,
CHRISTOPHER SHAYS,
WALLY HERGER,
WAYNE ALLARD,
BOB FRANKS,
STEVE LARGENT
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Managers on the Part of the House.

PETE DOMENICI,
CHUCK GRASSLEY,
DON NICKLES,
TRENT LOTT,
HANK BROWN,
SLADE GORTON,
JUDD GREGG,

Managers on the Part of the Senate.

f

SPECIAL ORDERS

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, and under a previous order of
the House, the following Members will
be recognized for 5 minutes each.

f

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
woman from Ohio [Ms. KAPTUR] is rec-
ognized for 5 minutes.

[Ms. KAPTUR addressed the House.
Her remarks will appear hereafter in
the Extensions of Remarks.]

f

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from New York [Mr. OWENS] is
recognized for 5 minutes.

[Mr. OWENS addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.]

f

THE BIGGEST RIPOFF IN
AMERICAN HISTORY

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from California
[Mr. ROHRABACHER] is recognized for 60
minutes as the designee of the major-
ity leader.

Mr. ROHRABACHER. Mr. Speaker,
yesterday I had a telephone call from
an old friend who was concerned about
American trade policy, and he was op-
posed to NAFTA, the free-trade agree-
ment that we passed with Mexico, and

that we will soon will be considering
including Chile in the NAFTA agree-
ment, and he was also concerned about
GATT, the world trade agreement that
we reached and we voted on late last
year.

His question to me was: ‘‘How can
the United States possibly compete
with Third World countries? How can
we compete when our labor force is
paid $10 an hour, and their labor force
is paid 15 cents, 25 cents, 75 cents an
hour? Doesn’t trade with overseas
countries, especially those in the de-
veloping world, mean that the Amer-
ican people will lose in the long run
and that our own working people will
have a lower standard of living?’’

Well, my answer to my friend was an
answer that really has been the answer
that the American people have given to
this very same question for many,
many years. This is not a new fear that
the American people have, because the
American people have had a higher
standard of living and a better way of
life throughout our history as com-
pared to the working men and women
of other countries.

Mr. Speaker, how did we do it? How
did we out-compete? How did the
American worker out-compete those
workers in Third World countries that
were willing to work for such lower
wages? The answer is we have done
that because our working people and
our businessmen have had the tech-
nology that is necessary to out-com-
pete the competition, even when the
labor costs are much lower.

Mr. Speaker, after World War II, we
experienced a major jump in our stand-
ard of living in the United States of
America. Were the wages around the
world, were they any higher after the
end of World War II than they are
today, as compared to the price of the
American worker? No. Yet at the same
time we experienced a major increase
in our standard of living, and America
was out-competing everyone through-
out the planet.

In fact in the 1950’s and 1960’s, Mr.
Speaker, America was looked to
throughout the entire planet as a
source of goods and materials to be
purchased by people for consumer
items all over the world. Yet their own
people were working for much lower
wages. That is because after World War
II, as in the time period before World
War II, Americans had a technological
lead on the world. It is technology and
knowledge that have given us the com-
petitive edge throughout our Nation’s
history. It was not the fact that our
people were necessarily willing to work
harder, because many people around
the world work harder. Many, many
people throughout the world work as
hard, if not harder, than Americans,
yet the American worker, coupled with
technology, that work ethic that our
people have coupled with technology,
have made America the prosperous
country that it is today and the pros-
perous country that it was in years

past. We have had the technological
edge.

This did not just happen, and it did
not just happen after World War II. I
say to my colleagues, ‘‘If you look
back in our history, the United States
was the country that developed the
reaper which magnified the amount of
crops that could be harvested. We were
the ones that took the steam engine,
which was originally developed by the
ancient Greeks, and turned it into an
engine for progress and prosperity, an
engine for the creation of new wealth.
We were the ones who developed the
telegraph and the telephone.’’

The list goes on, and on, and on. In
fact, technological development was
seen by our Founding Fathers as the
means for which the United States
would become that shinning city on
the hill that all of our Founding Fa-
thers wanted her to be. No other coun-
try in the world put patent protections
of technological innovation into its
constitution. There is no other coun-
try. Yet, if we look in our Constitu-
tion, our Founding Fathers insisted
that there be a Patent Office. It is
written into the Constitution.

Why is that? I say to my colleagues,
‘‘If you look back at the men who cre-
ated this great democracy of ours, you
will see that they had two things that
they believed in. There was—well, they
had many things they believed in, but
the two important things they believed
in in terms of government was they be-
lieved in freedom of the individual,
which included peoples’ religious free-
dom, and their rights to speak, and
their rights to gather together, their
rights to petition their government
and to control their own destiny; they
believed in that freedom, and they also
believed in technology.’’

Mr. Speaker, with technology and
freedom, America would become an ex-
ample for all the world to see, that the
common man can live in decency, and
can control his or her own destiny, and
that our country could be an example
to the world, and that instead of vast
military might, that our country
would have the allegiance of free peo-
ple all over the world or those people
all over the world who long to be free.

Yes, Thomas Jefferson himself was a
technologist. Those of you who visit
Monticello might be impressed to see
the many inventions that he himself
developed to help life around that 19th
century agricultural compound be
more easy for the people of this
compound. But Benjamin Franklin,
also one of the great Founding Fathers
of our country, is reowned even today
for his exploration of ideas and his de-
velopment of technology.

These men made sure that American
investors and American inventors
would have the incentive to develop
the technology that would be necessary
to make America the example of
progress and freedom that they fore-
saw. One of the things that they put
into the Constitution, as I say, was the
Patent Office, and Americans have,
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over our 100 year history, enjoyed some
of the most extensive and strongest
patent protection of any people on this
planet.

Now patent protection is a dull and
uninteresting subject. Just like in
many cases when we talk about our
other freedoms, people just take them
for granted. In fact it has been said
‘‘Freedom is very much like the air,
and that is the air is—you can’t see it,
you can’t touch it, and it is very easy
to take air for granted.’’

That is the same way it is for free-
dom. Freedom is the fact that there is
no someone who comes to your church
every Sunday and has to approve the
sermon of your minister. Freedom is
that the school teachers and our uni-
versity professors do not have to have
their subject matter approved, because
that sensor is not there. Freedom is
when a person can open a book store or
someone can quit his job without ask-
ing for government approval. This is
what freedom is. It is the absence of
the Government coming down and de-
stroying freedom.

Well, you can take freedom for grant-
ed, just like the air. But when the air
is cut off, when your air is cut off for
even one millisecond, you begin realiz-
ing how important air is to you, and
that is the same with freedom. Once
you cut it off, even for a short period of
time, those people who have enjoyed it
understand the importance of air and
understand the importance of freedom.
They go together because they can be
taken for granted. But when you are
denied your freedom or denied air, you
understand how important they are.
They are important to the life of man-
kind, and they are essential, freedom
has been essential, to what Americans
have felt our country is all about.

Well, that is the same with one of our
rights, one of our very fundamental
rights that people have always taken
for granted, and that is the right of
patent protection. That means, if you
come up with an idea, and you get an
investor to invest in your development
of that idea, you own that idea for a
given period of time. In fact, you reg-
ister it like a piece of property with
the Government, and, when you file for
your registration, the Government will
peruse that, and after perusing your
application, provide you what is basi-
cally a deed. It is a patent for your cre-
ation so that you and the investors in
your idea can reap some profit, some
benefit, from that.

That is the secret of the American
miracle. We provided an incentive for
investors and investors throughout our
history to invent the new machines,
the new technology, that catapulted
the standard of living of the common
man. Our people were able to live de-
cent lives and have good jobs, and they
could provide for their families, and we
had enough wealth in our society so we
had education and an infrastructure for
our people because the investors and
the inventors were given the incentive

to come up with the ideas that changed
the condition of humankind.

This has been going on throughout
our history. Over the last 100 years our
inventors and our investors have had
the protection guaranteed that, if they
would file an invention with the Patent
Office seeking a patent, that no matter
how long it took them to be issued that
patent, once it was issued, they would
be given 17 years of protection, at
which time anyone using that tech-
nology would have to pay them for the
right to do so. It is called royalties.

Well, this has just changed. Unbe-
knownst to the American people and
unbeknownst to most Members of Con-
gress, there has been a dramatic
change in the patent rights, and be-
lieve me, when the effect of this begins
being felt by the American people, it
will be as if someone is strangling
them and denying them what they
have taken for granted, their air, be-
cause this will have a dramatic impact,
in the long run, on the standard of liv-
ing of our people. We have changed the
fundamental rules that have provided
the prosperity and the jobs and the
economic well-being that our people
have learned to take for granted.

Mr. Speaker, that change was put
into the GATT implementation legisla-
tion. The GATT, as you are aware, is
an agreement among the nations. It is
a trading agreement that said these are
a set of rules which will guide us, and
any nation that signs onto this set of
rules will be part of this global trading
structure.

The fundamental idea is a sound idea,
and we were promised that, if we would
vote for fast track—now that is a term
that means we in Congress gave the
right to the President to negotiate any
of this agreement with GATT, and
when he brought the treaty to us, we
would have 60 days to look it over, and
that he also agreed not to put anything
into that treaty, or into that imple-
mentation legislation of the treaty,
that was not required by the treaty.

What happened was, a provision was
snuck into the GATT implementation
legislation last year that was not re-
quired by the treaty itself, and al-
though it is very difficult for the
American people to understand the
ramifications of this very small part
and this very complicated issue of pat-
ent protection, they will feel the con-
sequences unless we correct this mis-
deed that has taken place in this body.
What happened was that in the imple-
menting legislation we changed the
rules so that now, when an American
inventor applies for a patent, he ap-
plies. In the past, no matter how long
it took him to get his patent, he would
have 17 years as soon as the patent was
issued. He would have 17 years of pro-
tection. Now what will happen after
the GATT implementation legislation
is put into effect, is that when the pat-
ent applicant files, the clock starts
ticking. Those people who put this
change into the law thought, ‘‘Well,
gee, we are going to make it sound like

we are actually expanding the patent
rights of the American people,’’ and so
the clock starts ticking and it is all
over in 20 years.

Now if the average patent does take
only 19 months, which some people are
claiming, then that would be a good
deal for the American people. But what
has happened is that the American peo-
ple, and even the people who passed the
laws, have been given misinformation
about the patent process itself. Signifi-
cant patents, whether it is the laser, or
whether it is plastic bottles, or wheth-
er it is technology that will make us
more competitive with the rest of the
world, breakthrough technologies, take
not just 19 months, not just 3 years,
not just 5 years. Most of the major
technologies that have given us our
competitive edge in world competition,
most of these have taken 10 to 15 years
and often longer to have a patent is-
sued.

Now what does that mean? That
means we have, in reality, dramati-
cally reduced, if not eliminated, the
patent protection of America’s inven-
tors and investors. If someone comes
up with a breakthrough technology and
it takes them 15 years in order to get
that patent issued, he is at the mercy
of the bureaucrats at the Patent Office.
He is at the mercy of international,
multinational, and foreign corpora-
tions who might try to put legal hin-
drances in the way of issuing that pat-
ent. He is at the mercy of those people
because the clock is ticking and it is
on his time. That person, who could de-
velop the technology that would make
us competitive with mainland China or
make us competitive with Asia or Eu-
rope in the future, that technology will
not have anywhere near, if any, of the
protection that past inventors and in-
vestors had in the United States of
America.

What we have seen in this body is a
change of law which was difficult to
understand, but it will have major
ramifications. What will that mean?
What will this change of law in the pat-
ent law mean? And, by the way, it was
not required by GATT, and they want-
ed to give us only a few days to con-
sider the whole GATT implementation
legislation. So they broke their word
to us by putting something into this
treaty that was not required for us to
vote on, but yet it was put in because
they knew that this was the way they
could sneak it past this body, and what
does it mean?

It means that billions of dollars that
should be going into the pockets of
American inventors in the form of roy-
alties for multinational and foreign
corporations now will stay in the pock-
ets of those multinational and foreign
corporations because we have so dra-
matically reduced the patent protec-
tion for significant technological de-
velopments. We are talking about bil-
lions and billions of dollars that should
be going to Americans, that will now
stay overseas.
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Worse than that, we are reducing the

time in which our inventors and inves-
tors can control the technology that
they have created. Thus foreign inter-
ests, multinational corporations and
foreign corporations can now use the
technology after a few short years that
would have had 17 years of protection,
and what will they be using it for?
They will be using it to out-compete
the American people.

Mr. Speaker, what we have done is,
as we are entering this new era of tech-
nological development in the world,
this new era when genius will be so im-
portant and creativity will give us the
edge, we have disarmed our own people.
We have basically put ourselves at the
worst competitive advantage, because
what we have done is taken our great-
est asset, our creative people and our
investors in new creative ideas, and we
have taken away their incentive and
taken away their protection.

This will result in foreign corpora-
tions not paying royalties and foreign
corporations using our technology
against itself. It is the biggest ripoff in
American history. Yet it continues to
this day.

I have submitted a piece of legisla-
tion, H.R. 359, which has 177 cospon-
sors. That is 177 of my colleagues; I
managed to speak with them, and talk
to them personally, and to get their at-
tention, because there are many, many
issues of importance here on the floor
of the House that divert peoples’ atten-
tion. This is only a small issue to most
people, and it is hard to understand.
Yet 177 of my colleagues have signed on
as cosponsors to my bill, H.R. 359, to
restore the American patent rights to
what they were before the GATT ripoff
was implemented late last year—177. In
the Senate, Senator DOLE has cospon-
sored a similar bill that, if passed, will
do the same thing, which will restore
American patent rights. That is S. 284.

Senator DOLE and I, all we want is
basically not to see a diminishing of
the patent rights that Americans have
enjoyed for many, many years.

Mr. Speaker, as of yet we have not
been permitted, my legislation has not
been permitted, to come to this floor
for a vote. Now what is Congress all
about if you have 177 cosponsors, and
by the way, for those of you who do not
understand this, this is an enormous
number of colleagues to join together,
both Republicans and Democrats, on
one piece of legislation saying we want
this to be passed. I have not been on a
bill that had so many cosponsors be-
fore. Yet it is being hindered; there are
roadblocks being put in the way of the
bill which prevent the legislation from
coming to a vote on the floor.

Now why would this happen? Why
would someone be so arrogant enough
to say, ‘‘Well, you may have 177 co-
sponsors, but you’re not going to get
your vote on the floor because my
point of view is more important than
177 of my colleagues’’?

Well, what has happened is one Con-
gressman, one Congressman who is the

chairman of an obscure subcommittee,
which my piece of legislation must go
through before it comes to the floor,
the one person, the chairman, is op-
posed to it. His name is CARLOS MOOR-
HEAD, CARLOS MOORHEAD of Glendale,
CA. Mr. MOORHEAD refuses. He will not
be satisfied with voting against my leg-
islation. Instead, Mr. MOORHEAD is
holding it up in subcommittee, refusing
all of his colleagues the right to make
the decision.

Now you might ask what is his moti-
vation. We in the House of Representa-
tives always take for granted that the
motives of our colleagues are good mo-
tives, and let us examine what is the
possible good motive for someone
wanting to—what I believe to support
is a dramatic reduction in American
patent rights. Why would someone do
this?

Well, it is the belief that some people
have that American patent rights have
been too strong because we are out of
sync with the rest of the world, and
thus we are out of sync with the rest of
the world. This is an attempt by the
head of the Patent Office, Bruce Leh-
man, and Mr. MOORHEAD, and several
others in this town, who believe that
our rights, in terms of our economic
rights and our patent rights, should be
harmonized with the rights of other
people in the world.

In other words, they are seeking to
implement an agreement that Mr.
Bruce Lehman, head of our Patent Of-
fice, made with the head of the Japa-
nese patent office.

I ask, ‘‘You understand what’s hap-
pening here?’’ They are harmonizing
America’s economic rights, our fun-
damental patent rights of our citizens,
harmonizing it with the Japanese by
what? By lowering the standard that
our people have enjoyed, the rights of
our people.

If we are going to harmonize our
rights, our economic rights, especially
our patent rights, with other countries,
especially countries like Japan who
have no love for individual freedom
whatsoever, we should be harmonizing
them upward toward us, rather than
them bringing our system down toward
them. But these people believe that, if
you have a harmonization, and our pat-
ent rights are similar to the Japanese
patent rights, that it will be better for
a world trading system.

Mr. Speaker, that is absolute non-
sense. This is the equivalent of some-
one telling us, as Americans, that we
have too many human rights, and in
fact the Bill of Rights is way out of
sync with all of the other democracies.
Thus, what we are going to do is har-
monize our individual rights by dimin-
ishing the Bill of Rights by two or
three amendments.

What would the American people
think about that? What would they
think about it? They would reject it
out of hand if they were given the
choice.

What has happened here is an issue of
vital importance to our prosperity and

the well-being of our people. A very
complicated issue has been determined
by some power brokers behind the
scenes, and they are preventing this
house from voting on a piece of legisla-
tion that would negate a back-room
deal that they made with the Japanese.

In the long run, what will this do?
Well, I can tell you that in the short
run it has already had a horrible im-
pact on our society. What has happened
is that American investors now, unlike
last year and the year before and the
hundred years before that, American
investors now are not certain that they
will have the 17 years that they used to
have to recoup their investment.

Already American investors in the
venture capital industry are hesitating
about investing in new capital be-
cause—our investing new capital in
new technology because they realize it
might take, the process of getting a
patent might take 15 years or 20 years
for new technology to get through, and
they would have no time to recoup
their investment.

This makes—I will tell you, when
Americans do not invest in new tech-
nology, we are at the mercy of other
countries like the Chinese and the Jap-
anese who are willing to put money
into their—from their government into
government-created technology.

b 1230

What is happening is if we permit
this change in the patent law to con-
tinue, MITI, which is an organization
in Japan which directs their invest-
ment, will be directing their invest-
ment in technologies to destroy our
economic competitiveness, and at the
same time, on our side, we have elimi-
nated the incentive for American in-
vestors and inventors to invest in new
technology. This is total insanity. It is
a formula for disaster for the American
people, and, on the face of it, it is a rip-
off of American patent rights.

I am hoping that my colleagues, and
I have 177 already as cosponsors, will
join with me and insist that we have a
direct vote on the floor, and that if
CARLOS MOORHEAD, the chairman of the
subcommittee that is holding this up,
does not want a vote on the floor, then
he can express that. If he opposes the
vote, that is fine, but he should not
have the power to stop a vote on the
floor. A chairman of a subcommittee
who prevents a bill, even if he disagrees
with it, from coming to a vote, is doing
a great disservice to the American peo-
ple and the cause of democracy in a sit-
uation like this.

I would hope that Mr. MOORHEAD un-
derstands that in good faith, if he dis-
agrees with the idea that we should
maintain our level of patent protec-
tion, that he can vote against that. He
can vote against my piece of legisla-
tion that would restore patent protec-
tion. But he should not prevent the
rest of us from voting.

Adding insult to injury, recently
something just happened that might
indicate even worse things about the
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plans that these people have for Amer-
ican patent protection. While my legis-
lation has not been permitted to come
to the floor for a vote, there is another
piece of legislation that went through
Mr. MOORHEAD’s committee. It was a
piece of legislation that only had two
cosponsors. It was H.R. 1733. The Amer-
ican people should know what was in
this piece of patent legislation.

This piece of patent legislation,
which Mr. MOORHEAD already had hear-
ings on in his subcommittee, states the
following: That if someone files for a
patent, an American inventor files for
a patent, even if it is not issued, after
18 months that patent will be published
for the world to see.

Is there anyone who cannot see the
implications for this? This is the equiv-
alent of erecting a huge neon sign over
the American Patent Office saying to
the rest of the world, ‘‘Come and steal
America’s technological secrets.’’ Be-
cause even before the patent is issued,
it will be published, and I can tell you
the Japanese and the Chinese and ev-
erybody else who want to copy Amer-
ican technology, will be in line at the
Xerox machine in order to get their
copies, and then running back to their
offices to use the fax machine in order
to get those plans to their own indus-
trial leaders to copy America’s techno-
logical genius. We are talking more
than a ripoff here. We are talking
about wholesale robbery of America’s
inventions. We are talking about an in-
vitation by our Government to do so.

What will this mean to the American
people? What it will mean is that
American workers, who have always
enjoyed the competitive edge because
we have had the machines that per-
mitted us to work better and to
produce more than the competition
who might have had workers that
would work for lower wages, slowly but
surely you will see our competitive
edge erode, and the standard of living
of our people, now in decline, will turn
into a tailspin.

I say to you today that we owe it to
the American people to see that our
country remains the No. 1 techno-
logical power in the world. What that
means is we owe it to our inventors
and our investors to provide them an
incentive to invest their time and their
resources in the technologies we will
need to maintain the standard of living
of our people.

This is a difficult issue to under-
stand. But what should not be difficult
for people to understand is there are
forces in this world today that not only
do not care about the standard of liv-
ing of the American people, but see it
as a negative, because the standard of
living of the American people gives
high hopes to their own people. The
other people, people in other countries,
want to live at higher standards of liv-
ing because the American people do.

We should not be destroying the
American dream for the citizens of the
United States. We should be extending
the American dream so that people ev-

erywhere, in every country, know that
they too, with freedom and technology,
can improve their lot and provide for
their families.

We stand at a crossroads because we
are in a new era of human history. The
cold war is over. We are now entering
an era of global competition. It is im-
perative that we restore the patent
rights of the American people, because
in this new era of global competition,
our very lives and our standard of liv-
ing depend upon it.

I would ask my colleagues to join me
in supporting 359, and would ask that
the subcommittee chairman who is
holding this bill up permit it to come
to the floor; and if he opposes it, to
honestly state his opposition, but to
let the rest of the Members of Congress
have a say and let them express them-
selves as well, and give the Members of
Congress a chance to vote up or down
in front of the American people on this
issue, that may be complicated, but is
so vital to the standard of living and
maintaining the well-being of our citi-
zens throughout this country.

f

IN DEFENSE OF FREEDOM

The SPEAKER pro tempore (Mr.
GOODLATTE). Under the Speaker’s an-
nounced policy of May 12, 1995, the gen-
tleman from Illinois [Mr. POSHARD] is
recognized for 60 minutes as the des-
ignee of the minority leader.

(Mr. POSHARD asked and was given
permission to revise and extend his re-
marks.)

Mr. POSHARD. Mr. Speaker, this
week we will be debating and voting on
a constitutional amendment to allow
the States to prohibit desecration of
the American flag. We have many im-
portant items on our agenda this week
and time for debate will be short so,
therefore, I would like to address this
issue today, and I would like to do so,
at least in the beginning, from a his-
torical perspective.

Our Founders, the people who settled
this country, were men and women of
great faith. They came to this country
and lived here for a long while under
the edict of the King of England. They
came here to escape the suppression of
their freedoms, but found as colonists
they were still under the control of the
King. They were not free to speak their
minds, to criticize the government.
They were not free to assemble, to dis-
cuss their problems, because the gov-
ernment, the King, was afraid it might
end up being a grievance against him.

They were not free to choose their
own religious beliefs according to the
dictates of their conscience. They wor-
shipped in the Church of England, or
they did not worship at all. The Church
of England had the official blessing of
the state. The church and the state had
formed an alliance linking themselves
together, so the church never had to
fear the loss of parishioners to other
faiths, and the state could continue to
control the people through the church.

Newspapers were not free to criticize
the government, or they would be shut
down. The government, if they even
suspected a citizen of criticizing them,
even in private, could take a citizen
from his home in the middle of the
night, charge him with sedition against
the government, and that citizen could
be jailed or punished without ever hav-
ing been allowed a trial. Time and
again, they tried to confiscate the fire-
arms of the citizens because they
feared an armed protest against the
government.

In short, the people were not free.
Government controlled their lives in
attempts to force its will upon the peo-
ple.

As it is always true whenever a gov-
ernment attempts to force its will on
the people, the people rebelled. They
sent their representatives to Philadel-
phia to form the First Continental
Congress, and that Congress decided to
throw off the bonds of slavery that
bound them to England. They declared
their independence, raised an army,
made George Washington its com-
mander, and, in their own revolution,
won their freedom from the oppressive
Government of England.

After the Revolutionary War they
went back to their individual States
and a great debate arose as to whether
or not they should even form a na-
tional government. They so distrusted
a central government and its potential
for ruling their lives that when they
thought of a national government, all
they could remember was oppression.

But there were certain national is-
sues that had to be dealt with. Foreign
trade had to be considered, paying off
their war debts, and so on, and so they
sent their representatives back to
Philadelphia to form a Second Con-
tinental Congress, and it was this Con-
gress that had the task of putting to-
gether a new government. They wrote
a Constitution of the United States of
America.

Notice how they said the ‘‘United’’
States of America. Before, they were
not so united. They had operated under
the Articles of Confederation, which
gave great powers to the individual
colonies. They had vast disagreements
between themselves, and this new gov-
ernment was their attempt at becom-
ing united.

The Constitution they had written
said this new government would con-
sist of three branches. No. 1, the legis-
lative, would be elected from among
the people to make the laws; No. 2, the
executive, would be elected by the peo-
ple to execute the laws; and, No. 3, the
judicial, would be appointed by the ex-
ecutive and approached by the legisla-
tive, and they would judge and inter-
pret the laws.

The judicial, the Supreme Court, was
appointed for life, because the Found-
ing Fathers knew that if the Supreme
Court had to be subjected to the popu-
lar opinion of the people every so many
years just to keep their jobs, they may
do as many members of the legislative
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branch do and vote the popular thing,
rather than the thing they believe to
be right. So they said this sacred trust
of judging the law is so important, that
we will remove this branch from politi-
cal pressure.

They took this Constitution that
they were so proud of back to the peo-
ple of the Thirteen Colonies to be rati-
fied, to be approved. They said to
themselves, ‘‘Boy, this will be a snap.
The people don’t have to worry about a
king. They get to elect two of the three
branches of government. Many rights
are reserved for the states. This is the
perfect government.’’ And they must
have sighed a sigh of relief. It had been
a long struggle, fighting the war, put-
ting this new government together.
Now all it needed was the people’s
stamp of approval, and that would be
easy.

But the people said, ‘‘No, no, not so
fast. Sure, this is a form of government
with which we agree. It allows us to
participate. But we just got rid of op-
pression, and this Constitution doesn’t
say anything about our freedom.’’ And
the people said, ‘‘Wait just a minute.
We want our basic freedoms guaranteed
in writing, or we don’t approve this
government at all.’’ The Founding Fa-
thers, being men of great faith, some of
them ministers, sat down to amend
this Constitution, to guarantee the
people these rights, their freedoms.
They wrote 10 amendments to the Con-
stitution, which have become known as
the Bill of Rights, and for over 200
years of America’s existence the Bill of
Rights has remained unchanged,
unamended, unaltered.

I will not mention all of the freedoms
articulated in the Bill of Rights, but
here are just a few: Freedom of speech,
assembly, religion, press, a fair and
speedy trial before our peers, the right
to bear arms, not having to testify
against one’s self, protection against
unreasonable search and seizure.

But we must speak not only of free-
dom, but of faith, for the two are in in-
extricably bound together. Nothing
will bolster your faith more than to
read the personal accounts of these
great men of faith in their struggle
with the concept of freedom.

My understanding over the years of
my own faith has been bolstered by my
understanding of their concept of faith
and freedom. In 1990, when this issue
was before the Congress, I was strug-
gling to try to make some sense out of
it, and I took my family up to Gettys-
burg for the weekend. Being from Illi-
nois and representing a couple of the
same counties Mr. Lincoln represented
when he was in the Congress, I have
been a Lincoln scholar my entire life.

As I walked over that great battle-
field, I was reminded of his words on
the day he dedicated that field. He
started his address with these words:
‘‘Four score and seven years ago, our
fathers brought forth on this continent
a new nation.’’

Now, the importance of that opening
is this: Four score and seven years ago

did not take them back to the Con-
stitution and the Bill of Rights drafted
in 1787. Four score and seven years
took them back to 1774 and the Dec-
laration of Independence. Mr. Lincoln
considered the Declaration of Inde-
pendence to be the founding document
of this Nation, the document that
bound us together as one Nation.

And what was the premise of this
Declaration of Independence? Let me
state it for you again in Mr. Jefferson’s
words: ‘‘We hold these truths to be self-
evident, that all men are created equal,
and are endowed by their creator with
certain unalienable rights, and that
among these are life, liberty, and the
pursuit of happiness.’’

Listen to this again. ‘‘We hold these
truths,’’ not falsehoods, but universal
principles, givens, ‘‘* * * to be self-evi-
dent.’’ They do not need to be pointed
out or proven or justified. Some things
are so true that any reasonable exam-
ination of the conscience would reveal
the evidence of their truthfulness. And
what is this true that should be so self-
evident? That all men are created
equal and endowed with certain
unalienable rights.

Created equal? How? Well, certainly
not by position, or power, or influence,
or even physical or emotional or men-
tal capacity, but equal in the eyes of
the Creator with regard to love and re-
spect for their being, and equal in the
eyes of the law.

And what are these unalienable
rights, these rights that cannot be
taken away? Life, not death; liberty,
our freedoms; and the pursuit, not the
guarantee, the pursuit of happiness.

And who endows us with these
rights? Does man? Does the State? No.
The founding document of our country
says we are endowed those rights by
our Creator. Government cannot endow
us with these rights. Government can
only affirm or deny what is already
given to us just by virtue of being cre-
ated by God.

President Kennedy spoke of this in
his inaugural address, when he said,
‘‘These same revolutionary beliefs for
which our forefathers fought are still
at issue around the globe today. The
belief that the rights of man come not
from the generosity of the state, but
from the hand of God.’’ He went on to
say that we dare not forget today that
we are the heirs of that first revolu-
tion.

President Lincoln, in the Gettysburg
Address sought to affirm by the Gov-
ernment what the Creator had endowed
all of our people, equality before the
law. The Bill of Rights, which our
Founding Fathers penned some 13
years after the Declaration of Inde-
pendence, sought to articulate some of
those God-given rights of life, liberty,
and the pursuit of happiness in a more
concrete fashion, and so they guaran-
teed with some specificity what God
had already granted, given by virtue of
creation.

Now, why do I speak of our country’s
historical beginnings, and especially

those beginnings with respect to our
rights given to us by the Creator and
acknowledged so by both the Declara-
tion and the Constitution? Because of
this reason: This week we will be de-
bating and voting upon a constitu-
tional amendment to make it a crimi-
nal offense for anyone to desecrate the
American flag.

Some will argue that we should not
pass this amendment for various rea-
sons. One, how do you define desecra-
tion? Some believe wearing clothing,
ties, shirts, and so on that resemble
the flag is a form of disrespect and con-
stitutes desecration. Others believe
lack of respect by not standing or sit-
ting when appropriate desecrates the
flag. Still others believe that burning
or walking on the flag is desecration.

Many argue the mere act of defining
desecration creates a legal nightmare
for enforcement of such a law. Others
point out that millions of dollars spent
trying to pass and ratify this amend-
ment by three-fourths of the States
could better be spent on veterans’
health care and other necessities of our
people.

Most agree that the flag is held in
higher respect today than at almost
any time in our history, as witnessed
by only a scattered number of flag
desecrations among our Nation among
260 million people, as well as the tre-
mendous outpouring of flag displays in
our country at this time. And many
wonder aloud why this is even an issue,
with all the seemingly complex, almost
unsolvable problems facing America
today.

Others will say, ‘‘This flag is mine. I
earned my money. I went down to the
corner hardware store. I purchased this
flag with my money. It is my private
property, and government won’t tell
me what to do with it.’’

But I want us to consider this issue
in the light of our beliefs that our
rights are God-given, what that means
to us as a people and a nation, and
whether we actually believe that as a
principle anymore. Let me say again
that we must speak here not only of
freedom, but of faith, for the two are
inextricably bound together.

This is what I believe, and I believe it
is entirely consistent with the beliefs
of our forefathers who penned this pre-
cious Bill of Rights, and I believe it is
consistent with the words of my own
Bible. If we are to examine the nature
of the freedoms or rights which God
has given us, then we must examine
the nature of God Himself.

This is what I believe. God is love,
unconditional love. He created us as an
object of His love because love needs an
object upon which to lavish itself. God
needed us, so He could love us, so He
created us in His image so that He
might love us and fellowship with us
and so that we might love Him in re-
turn.

The Bible says we love because He
first loved us. Our response to Him, our
purpose for being, is to learn to love in
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the way that He loves us, uncondition-
ally; to love others, but especially to
love Him.

God wants our love. But the great
loving merciful heart of God knew
something from the beginning. He
knew even before He created us that if
we were going to learn to love as He
loves, He had to give us the freedom
not to love.

God is God. He is sovereign. He could
have created us with no choice, no free-
dom to choose to love or not to love.
He could have demanded our love, our
respect. He is God. But He knew that
love that is not freely given cannot be
real, if we have no choice. He knew
that we could learn to love only if we
are free. Even our love for God must be
freely given. He will never force you to
love Him. So God, creating us as the
object of His love, gave us a free will to
love or not to love, to respect or not to
respect. He even gave us the freedom
not to love Him.

I am confident our Founding Fathers
understood their faith in these very
terms. They understood that the great
loving heart of God was grieved when
His children chose in the free will that
He Himself had given them, to hate
Him, to despise Him, to sin against
love. But they also understood that
God continued to love, that He contin-
ued to be patient with His rebellious
children, that He had faith that even-
tually love would win them over. And
our forefathers said, to the extent pos-
sible, we will model this government
upon the principles of our faith, the
principle that we will allow our people
the free will to choose, to choose to
love or not to love, to care or not to
care, to respect or not to respect, and
we will have the faith to believe that in
their freedom they will choose to love.
But, in any case, we will not demand
it, we will not command it; we will
have faith in love winning the hearts of
our people.

This issue before us this week goes to
the heart of that fundamental belief of
allowing free will with regard to the
issue of respect and love.

b 1300

Of course there are limitations upon
the individual citizens’ free will with
respect to the endangerment of the
safety, or health, or welfare of our fel-
low citizens, but these issues do not
touch upon the heart of this matter
which is criminalizing the manner in
which an individual chooses to differ
with his or her government.

Do we want to criminalize an act of
free will when it comes to dissent
against the Government? Do we really
believe that Government can legislate
love and respect? Remembering that
the most precious right any American
has is the right to speak out against
the Government when they feel in their
hearts that Government is no longer
responsive to their needs.

It is only the right to dissent which
keeps the Government in line and when
that right of the citizen is diminished,

then the power of Government to con-
trol grows proportionately.

However, those who propose this
amendment will say, there are a hun-
dred ways to show your dissatisfaction
with the Government.

You can march, you can show up at a
town meeting and blast your
Congressperson, you can organize ral-
lies, you can write letters, you can
vote.

You do not have to desecrate the flag
to show your disagreement, and if you
do, we are going to punish you.

But what if a citizen is so in dis-
agreement with this Government over
an action it has taken which he feels is
morally and ethically wrong and he
chooses to emphasize that disagree-
ment in the most emphatic way he
knows how, not by the sacrifice of a
few hours time marching or writing a
letter or going to a town meeting, but
by taking the most precious possession
he owns, the American flag, and sac-
rificing it at the feet of his Congress in
protest of his Government?

The question is, Shall we limit dis-
sent against an overbearing Govern-
ment to just those ways that do not
matter much, to just those ways of
which the Government approves?

Justice Jackson wrote words espe-
cially relevant here in Board of Edu-
cation versus Barnett in 1943. He said,
and I quote:

The case is made difficult not because the
principles of its decision are obscure but be-
cause the flag involved is our own. Neverthe-
less, we apply the limitations of the Con-
stitution with no fear that freedom to be in-
tellectually and spiritually diverse or even
contrary will disintegrate the social organi-
zation. Freedom to differ is not limited to
things that do not matter much. That would
be a mere shadow of freedom. The test of its
substance is the right to differ as to things
that touch the heart of the existing order. If
there is any fixed star in our constitutional
constellation, it is that no official, high or
petty, can prescribe what shall be orthodox
in politics, nationalism, religion, or other
matters of opinion or force citizens to con-
fess by word or act their faith therein. If
there are any circumstances which permit an
exception, they do not occur to us.

This principle of sacrificing that
which is most precious occurred to me
for the first time as a young man when
I was growing up. I asked the pastor in
my church ‘‘Why did God have to sac-
rifice the most precious thing he
owned, his Son, as a protest against
sin, so we may be forgiven? Why could
he not have sent something that was
not so precious, a cow, a goat, a bull,
something else? Why was it necessary
to sacrifice his most precious posses-
sion?’’ The pastor said to me ‘‘Because
sacrificing something less precious
would not have gotten the job done.’’

I believe it should be the purpose of
the flag, as it is the Constitution, to
invite respect and love, but not to com-
mand it, because that violates the free
will of the individual and love and re-
spect not freely given cannot be real.

It is only the insecure that demands
and commands love. That is why dic-
tators all over the world must have ar-

mies to keep them in power. But do
their people really love a government
which demands their respect at the
point of a gun? Have the events in
Eastern Europe the last few years
taught us nothing?

America is secure, not because we
have an army to defend the Govern-
ment, but because we have a Constitu-
tion, a Bill of Rights, to defend the
people against the Government, but be-
cause we have a Constitution, a Bill of
Rights, to defend the people against
the Government.

We will remain secure not by sup-
pressing the free will of the people, re-
gardless of what national or political
purpose we believe that serves, but by
allowing the free will of every single
citizen to love or not to love.

If a country is big enough to say to
its people, ‘‘I love you and I want you
to love me but I give you the right not
to love if that’s what you choose. I’m
never going to stand over you with a
machine-gun in my hand and force you
to care for me, even though it is your
care that I need. You are free to love or
not to love, to care or not to care, to
respect or not to respect.’’

If a country is that big in its heart,
that secure in its being, that loving in
its respect for its own people, what
choice do you think the people are
going to make, to love or not to love?

We have nothing to fear. Neither
America nor the flag is in any danger,
as long as the precious Bill of Rights,
which gives both their meaning and
purpose, stays as it has for the past 200
years, unamended. Listen to the words
included in the first amendment one
more time; Congress shall make no law
abridging the freedom of speech.

In 1990, when I was struggling with
the previous flag amendment vote, I
wrote this piece of prose which I called
‘‘Family Matters.’’

Glenn?
Yes?
It’s God.
Yes?
Still struggling?
Yes.
What’s the problem?
The problem is I’m nearly 45 years old, and

I’m still filled with questions about purpose
and meaning and who you are. Who are you
anyway?

I’m love. Unconditional love.
Who am I?
You’re the object of my love. I created you

because I needed you. Love must have others
upon which to lavish itself. It creates only
that it may love more and I love all of my
creation.

What’s my purpose for being then?
To learn to love unconditionally. To learn

to love me and others in the same way I love
you.

Why should I have to learn that? You’re
God. Why didn’t you just create me in such
a way that I loved you automatically?

Because love cannot be commanded. How
can I be sure you really love me, or your
neighbor, if you have no choice? I created
you to be free, free to choose, because it is
only in your freedom that you can truly
learn to love.

But what if I choose not to love you?
That is the risk love takes. It is always the

hope of love that the one upon whom love
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spends itself will freely choose to return that
love. But in any case, it can never demand
love be returned.

What will you do then if I choose not to
love you.

I will continue to love you. I will wait. I
will trust. Love never fails.

Glenn?
Yes.
It’s Thomas.
Yes?
You walked over to my memorial last

night.
Yes.
Why?
Because I’m struggling with a decision on

a constitutional amendment to alter the Bill
of Rights, and I need some help.

What’s the problem?
Some people burned our flag and the coun-

try’s upset. The President and several mem-
bers of Congress want to forbid the practice.

What do you want to do?
I don’t know. I’m torn. I’m a history teach-

er. I’ve taught the Bill of Rights and the
Constitution to hundreds of young people.
I’ve emphasized the importance of those
freedoms that you and others penned in that
precious document. I’ve told those children
that these freedoms cannot be compromised.
But now we have this issue with the flag. I
love the flag. It symbolizes all those free-
doms the Bill of Rights guarantees. Couldn’t
we make just this one exception? Couldn’t
we forbid just this one way of dissent?
Couldn’t we pass just this one amendment?

Would you be willing to pass a second con-
stitutional amendment forbidding the burn-
ing of the Bill of Rights?

No, that’s not an issue. Nobody thinks
about the Bill of Rights. We see the flag a
hundred times a day. It’s so visible.

You mean the symbol has become greater
in the mind of the people than the substance
behind the symbol? How did that happen?
You were a teacher, not to mention a State
Senator and now a Congressman.

Well, what do I do now?
Maybe you start teaching again, as a Con-

gressman. And trust the people to under-
stand. It’s the only way to insure that you
leave your children no less freedom than we
left you.

Dad.
Yes.
I hate this place.
Why?
For lots of reasons. Your stupid rules that

say I have to be in by midnight. You won’t
buy me a car. I’m sick of church every week
and it’s silly activities. There’s a lot more.
I . . .

But we feel those things are best for you.
It’s only because we love you that . . .

Well, I don’t love you. Right now I don’t
love you at all. As soon as I’m eighteen I’m
out of here.

Glenn?
Yes.
What do we do?
We remember the proverb, ‘‘Bring up a

child in the way he should go and when he is
old he will not depart from it.’’

Yes.
We love. We wait. We trust.
Are you sure?

Well, I have decided—I am sure. I am
sure the American people love this
country enough to be able to look past
the surface nature of this debate and
examine its real meaning. The Amer-
ican people, given the chance, will
show they love this country, and there
is no need to force them to do it by
changing the very document that in-
sures our freedom and invites that
love.

And this is the truth. For over 200
years now the faith of our Founding
Fathers has been justified because we
are still the freest Nation on the face
of the Earth and every country in the
world yearns for the freedoms in the
Bill of Rights.

Every nation has a flag, but only
America has a Bill of Rights. For over
200 years now neither the Supreme
Court nor the Congress of this Nation
has seen fit to change even one small
letter in this precious Bill of Rights.

Yes, it is true we have gone through
periods of time when rebellious chil-
dren in disrespect for the great good-
ness of this country have shown their
contempt. They march, they cry injus-
tice, some burn the flag, some join the
Communist Party.

In the 1950’s, people demanded a con-
stitutional amendment to forbid the
Communist Party in this country. In
the 1960’s and 1970’s there were flags
burned all across America in the civil
rights and Vietnam war protests, and
people demanded then a constitutional
amendment to protect the flag. Today
there are more flags flying in America
than ever before in our history. The
Communist Party is not even on the
ballot in most States, and gets less
than one-half of 1 percent in the States
where it is on the ballot.

In the last several years, we have had
a handful of people out of 260 million
arrested for desecrating the flag. Some
are demanding now another constitu-
tional amendment to amend the Bill of
Rights, to demand that we show re-
spect by not allowing a form of dis-
respect. The Supreme Court said no,
and Congress agreed. I was one of the
Members of Congress that agreed.

I believe our Forefathers would have
said ‘‘Leave them alone. If they are
desecrating this flag out of meanness
or ill will, rather than honest dif-
ferences with their own Government,
they will reap their own reward. They
cannot destroy the Bill of Rights by de-
stroying the symbol for the freedoms
the Bill of Rights gives us. Their ideas
will never match up to freedom, no
matter what they are.

‘‘Leave them alone. The ignorance of
their act will show the bankruptcy of
their ideas. However, if you take away
their free will, even to show disrespect,
you will do more injustice to the prin-
ciples upon which this government was
formed than they ever could.

‘‘Just as we in our sins against the
Creator end up bankrupt by our rebel-
lion, they will end up the same way in
their sins against the Nation. Have
faith. Have faith that love and freedom
will win. Love never fails.’’

If we could command respect by the
law, we would not need faith, but our
Forefathers said that faith will be the
foundation of our freedoms, the faith
that people, because they are free, will
in the end choose to be responsible.

This is the history book from which
I taught the principles of Government
the Constitution, and the Bill of
Rights. This is my Bible, upon whose
words I have staked by life.

This Fourth of July, because I will do
this week what I think is consistent
with my faith, Old Glory for me per-
sonally will fly higher and brighter
than ever before. God bless America,
God bless the Bill of Rights, and God
bless our flag.

f

ON COMPACT-IMPACT AID

The SPEAKER pro tempore (Mr.
GOODLATTE). Under a previous order of
the House, the gentleman from Guam
[Mr. UNDERWOOD] is recognized for 5
minutes.

Mr. UNDERWOOD. Mr. Speaker, I
wish to bring to the attention of this
body an issue which combines all of the
worst elements of a failed Federal pol-
icy in which immigration with huge
unfunded mandates and which stands
as an exemplar of how to make and
break a promise. Mr. Speaker, I am
speaking of the Federal Government’s
failure to compensate the people of
Guam for expenses incurred as a result
of a treaty we—as the people of
Guam—had no part in shaping.

Mr. Speaker, do Members of this
body or the citizens of this country
know that there are countries in this
world, independent nations which have
free and unrestricted access to this
country?

Mr. Speaker, do Members of this
body or the citizens of this country
know that there are nationals of other
countries who can walk through immi-
gration check points with only an iden-
tification card; with no visa, with no
passport, with no restriction on their
movement or time of stay?

Mr. Speaker, do Members of this
body or the citizens of this country
know that there are citizens of other
countries who can come into the Unit-
ed States and work, receive public as-
sistance and other benefits available to
citizens and permanent residents ap-
parently without restrictions?

It is true that citizens of the newly
formed countries of the Republic of the
Marshalls, the Federated States of Mi-
cronesia and the Republic of Palau—all
in free association with the United
States—can come and have come to the
United States, primarily to the State
of Hawaii and the Territory of Guam
and the Commonwealth of the North-
ern Marianas. And many have come to
work and be productive participants in
the economy.

But there is the matter of the Fed-
eral Government making a commit-
ment to free access by foreign nation-
als via a treaty which falls dispropor-
tionately on local governments like
that of Guam. This is not to many
areas of the country where a similar
situation has resulted in what we have
labeled ‘‘unfunded mandates.’’

This is a serious enough situation,
but in the case of Guam—it is far more
egregious in its negative impact be-
cause of our small size and limited pop-
ulation. And in terms of the issue of
the unfunded mandates, the commit-
ment was not made verbally or through
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exchanges of letters by the Federal
Government to help Guam in recover-
ing from the costs involved in this mi-
gration. It was authorized in statute
passed by this body in Public Law 99–
239.

Public Law 99–239, section 103(e)(6)
reads:

There are hereby authorized to be appro-
priated for fiscal years beginning after Sep-
tember 30, 1985, such sums as may be nec-
essary to cover the costs, if any, incurred by
the State of Hawaii, the territories of Guam
and American Samoa, and the Common-
wealth of the Northern Mariana Islands re-
sulting from any increased demands placed
on educational and social services by immi-
grants from the Marshall Islands and the
Federated States of Micronesia.

We call this issue compact impact
aid—the assistance due local govern-
ments in consideration of the financial
impact of the Compacts of Free Asso-
ciation. Guam, due to its proximity,
has received the greatest share of this
immigration. Since the treaties went
into effect, we now estimate that 6 per-
cent of the total population of Guam is
from these freely associated states.
This entirely legal immigration would
proportionately number 15 million per-
sons of the entire U.S. population. And
what is more startling is that is en-
tirely legal; a process which only re-
quires an identification card.

The total cost to the Government of
Guam since its inception is in excess of
$70 million. The Guam Memorial Hos-
pital estimates an impact of $750,000 in
costs in fiscal year 1994, and $2.55 mil-
lion since 1986 to the Medically Indi-
gent Program due to Compact immi-
grants. Public housing assistance cost
Guam $2 million in fiscal year 1994 and
$7.5 million since 1986. I have also
heard reports from one elementary
school principal who must devote three
classrooms, with teachers and aides,
just to deal with the overflow of stu-
dents who show up on our doorstep.

The total reimbursement given to
Guam based on the law has been $2.5
million.

This is all that has been given to
Guam in compensation for this dra-
matic impact on our society and edu-
cational system. Mr. Speaker, given
this legacy of the Federal Govern-
ment’s seeming inability to make good
on its promises, we should ask the
questions what is Guam asking for in
the Interior appropriations and what is
Guam getting in the Interior appro-
priations?

These are easy questions. Guam is
asking only that the Federal Govern-
ment start living up to its commit-
ment by putting in $4.58 million that
the administration requested for fiscal
year 1996. Guam is not asking for Gov-
ernment assistance, Guam is not ask-
ing for special projects, Guam is only
asking for a down payment of a long
overdue bill.

And what is Guam getting? Well, the
answer is simple. Currently, the Inte-
rior budget is giving Guam zero, noth-
ing, nada, tayá—no money in whatever
language you wish to use. It is time to

begin resolving the finances of this
issue.

But this issue cannot end here. We
must take a look at collaborative solu-
tions with the Federal Government,
the Government of Guam and the sur-
rounding nations to clarify the intent
of the right to freely migrate as it was
originally negotiated. No one saw these
consequences at the time of negotia-
tion. No one asked Guam what would
happen if unrestricted immigration be-
came Federal policy. And apparently,
very few Members of Congress seem to
remember the commitments made to
Guam to fund this Federal policy.

We will have the opportunity to cor-
rect this situation. We will have the
chance to deal with this in a way which
does the right thing for a patient peo-
ple, and which fulfills a commitment.

f

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1994, the Chair recognizes the gen-
tleman from Louisiana [Mr. FIELDS] for
60 minutes.

[Mr. FIELDS addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.]

f

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Members (at the re-
quest of Mr. ROHRABACHER) to revise
and extend their remarks and include
extraneous material:)

Mr. UNDERWOOD, for 5 minutes, today.
Ms. KAPTUR, for 5 minutes, today.
Mr. OWENS, for 5 minutes, today.

f

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. ROHRABACHER) and to in-
clude extraneous matter:)

Mr. STOKES.
Ms. PELOSI.
Mr. SKELTON.
Mr. HOYER.
Mrs. KELLY.
Mr. FORBES.
(The following Member (at the re-

quest of Mr. UNDERWOOD) and to in-
clude extraneous matter:)

Mr. ANDREWS.

f

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Lundregan, one of it clerks, announced
that the Senate has passed bills of the
following titles, in which the concur-
rence of the House is requested:

S. 440. An act to amend title 23, United
States Code, to provide for the designation of
the National Highway System, and for other
purposes.

S. 962. An act to extend authorities under
the Middle East Peace Facilitation Act of
1994 until August 15, 1995.

The message also announced that the
Senate disagrees to the amendments of
the House to the bill (S. 4) ‘‘An act to
grant the power to the President to re-
duce budget authority,’’ requests a
conference with the House on the dis-
agreeing votes of the two Houses there-
on, and appoints Mr. ROTH, Mr. STE-
VENS, Mr. THOMPSON, Mr. COCHRAN, Mr.
MCCAIN, Mr. GLENN, Mr. LEVIN, Mr.
PRYOR, Mr. SARBANES, Mr. DOMENICI,
Mr. GRASSLEY, Mr. NICKLES, Mr.
GRAMM, Mr. COATS, Mr. EXON, Mr. HOL-
LINGS, Mr. JOHNSTON, and Mr. DODD, to
be conferees on the part of the Senate.

f

ADJOURNMENT

Mr. UNDERWOOD. Mr. Speaker, I
move that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 1 o’clock and 25 minutes
p.m.), under its previous order, the
House adjourned until tomorrow, Tues-
day, June 27, 1995, at 10:30 a.m.

f

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. STUMP: Committee on Veterans’ Af-
fairs. H.R. 1565. A bill to amend title 38,
United States Code, to extend through De-
cember 31, 1997, the period during which the
Secretary of Veterans Affairs is authorized
to provide priority health care to certain
veterans exposed to Agent Orange, ionizing
radiation, or environmental hazards; with an
amendment (Rept. 104–158). Referred to the
Committee of the Whole House on the State
of the Union.

Mr. KASICH: Committee of Conference.
Conference report on House Concurrent Res-
olution 67. Resolution setting forth the con-
gressional budget for the U.S. Government
for fiscal years 1996, 1997, 1998, 1999, 2000, 2001,
and 2002 (Rept. 104–159). Ordered to be print-
ed.

f

REPORTED BILL SEQUENTIALLY
REFERRED

Under clause 5 of rule X the following
action was taken by the Speaker:

[Submitted June 23, 1995]

H.R. 1655. Referred to the Committee on
Government Reform and Oversight for a pe-
riod ending not later than July 19, 1995 for
consideration of such provisions of the bill
and amendment as fall within the jurisdic-
tion of that committee pursuant to clause
1(g), rule X.

f

SUBSEQUENT ACTION ON A RE-
PORTED BILL SEQUENTIALLY
REFERRED

Under clause 5 of rule X the following
action was taken by the Speaker:

[Submitted June 23, 1995]

H.R. 1655. Referral to the Committee on
National Security extended for a period end-
ing not later than July 19, 1995.
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ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 359: Mr. NEY and Mr. LEWIS of Califor-
nia.

H.R. 899: Mr. BASS.
H.R. 927: Mr. BURR and Mr. ANDREWS.
H.R. 972: Mr. SPRATT and Mr. ACKERMAN.
H.R. 995: Mr. SOLOMON.
H.R. 996: Mr. SOLOMON.
H.R. 1006: Mr. FILNER and Mr. FLAKE.
H.R. 1073: Mr. LINDER, Mr. WYNN, Mr.

BALDACCI, Mr. STUDDS, Mr. CLAY, Mr.
POMEROY, Mr. TRAFICANT, and Mr. YATES.

H.R. 1074: Mr. HASTINGS of Florida, Mr.
DICKS, Mr. WYNN, and Mr. TRAFICANT.

H.R. 1100: Ms. LOFGREN.
H.R. 1299: Mr. LUTHER.
H.R. 1482: Mr. SANDERS.
H.R. 1483. Mr. SANDERS.
H.R. 1608: Mr. WAXMAN.
H.R. 1749: Mr. SHAYS, Mr. JACOBS, Mr.

GOSS, Mr. NEUMANN, Mr. DEUTSCH, and Mr.
VISCLOSKY.

H.R. 1802: Ms. LOFGREN.
H.R. 1834: Mr. BARTON of Texas, Mr. BONO,

Mr. COX, Mr. CRAPO, Mr. DREIER, Mr.
LATHAM, Mr. LIVINGSTON, Mr. MCCRERY, Mr.

MILLER of Florida, Mr. PARKER, and Mr. TAY-
LOR of North Carolina.

f

DISCHARGE PETITIONS—
ADDITIONS OR DELETIONS

The following Members added their
names to the following discharge peti-
tions:

[Omitted from the Record of June 22, 1995]
Petition 4 by Mr. BRYANT on House Reso-

lution 127: William P. Luther, Karen McCar-
thy.

f

AMENDMENTS
Under clause 6 of rule XXIII, pro-

posed amendments were submitted as
follows:

H.R. 1868
OFFERED BY: MS. ROS-LEHTINEN

AMENDMENT NO. 71: Page 16, line 24, strike
‘‘$595,000,000’’ and insert ‘‘$565,000,000’’.

H.R. 1868
OFFERED BY: MR. WILSON

AMENDMENT NO. 72: On Page 78 following
line 6 insert a new general provision:

‘‘None of the funds in this Act may be used
to provide assistance to the Government of
Armenia if it is made known to the Presi-
dent that the Government of Armenia is par-
ticipating in the blockade of Nakhichevan.

H.R. 1868

OFFERED BY: MR. WOLF

AMENDMENT NO. 73: Page 19, after line 8, in-
sert the following:

(k) Of the funds appropriated under this
heading and under the heading ‘‘Assistance
for Eastern Europe and the Baltic States’’,
not to exceed $30,000,000 shall be made avail-
able for police training and exchanges, and
investigative and technical assistance activi-
ties related to international criminal activi-
ties.

H.R. 1905

OFFERED BY: MR. ACKERMAN

AMENDMENT NO. 10: Page 2, line 18, strike
‘‘$129,906,000’’ and insert ‘‘$130,156,000’’.

Page 20, line 8, strike ‘‘$362,250,000’’ and in-
sert ‘‘$362,000,000’’.

Page 20, line 25, strike ‘‘$239,944,000’’ and
insert ‘‘$239,694,000’’.
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Senate 
(Legislative day of Monday, June 19, 1995) 

The Senate met at 11 a.m., on the ex-
piration of the recess, and was called to 
order by the President pro tempore 
[Mr. THURMOND]. 

PRAYER 
The Chaplain, Dr. Lloyd John 

Ogilvie, offered the following prayer: 
Almighty God, the Divine Sovereign 

of this land and Lord of our lives, You 
have told us in the Scriptures that, 
‘‘Righteousness exalts a nation’’ (Prov. 
14:34) and ‘‘when the righteous are in 
authority, the people rejoice’’ (Prov. 
29:2). 

As we begin a new week we reaffirm 
our commitment to exalt our Nation 
under You by seeking to be righteous 
leaders. We know that righteousness is 
to be right with You. We humbly con-
fess whatever may keep us from being 
in a right relationship with You, both 
in our personal lives and in our work. 
Forgive the idols of our hearts. We also 
acknowledge that righteousness in-
volves how we treat others. Forgive us 
when we are insensitive to their needs. 
How shall we be righteous in our delib-
erations and decisions without seeking 
and then doing Your will? Forgive any 
self-sufficiency that makes it difficult 
to be accountable to You. 

In this bracing moment of a fresh en-
counter with You, we gratefully accept 
that it is by faith in You that we are 
made righteous with You. What You 
desire most is that we humbly trust 
You and follow Your guidance in all 
that we do and say. Lord, bless the 
women and men of this Senate and em-
power them to be the righteous leaders 
America urgently needs in this stra-
tegic hour. In Your holy name. Amen. 

f 

RECOGNITION OF THE MAJORITY 
LEADER 

The PRESIDENT pro tempore. The 
able majority leader, Mr. DOLE, is rec-
ognized. 

Mr. DOLE. Thank you, Mr. President. 
f 

SCHEDULE 
Mr. DOLE. Mr. President, leader time 

has been reserved, and there will be 
morning business until 12 noon. 

At 12 noon we will resume S. 240, the 
securities litigation bill. There will be 
debate throughout the afternoon, and 
votes start at 5:15 today. The first vote 
is on a Bryan amendment regarding 
the statute of limitations; second, a 
Sarbanes amendment concerning pro-
portionate liability; third, a Boxer 
amendment, which is relevant. I do not 
have the details on that amendment. 

Further votes are expected through-
out the evening. We would like to com-
plete action on this bill today or before 
noon tomorrow morning. 

Mr. President, leader time has been 
reserved. 

f 

MORNING BUSINESS 
Several Senators addressed the 

Chair. 
The PRESIDING OFFICER (Mr. 

INHOFE). The Senator from North Da-
kota. 

Mr. DORGAN. Mr. President, my un-
derstanding is that the Senate is now 
in morning business. Is that correct? 

The PRESIDING OFFICER. That is 
correct. 

Mr. DORGAN. Mr. President, I ask 
unanimous consent to be permitted to 
speak for 20 minutes as if in morning 
business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

THE BUDGET 
Mr. DORGAN. Mr. President, in re-

cent weeks we in the Senate have been 
treated to a political pony show on the 
floor of the Senate by those who seem 
to think it is their duty to wake up 
crabby and then share that mood with 

the rest of us. They come to the floor 
and parade around in political harness 
day after day complaining mostly 
about the President’s budget or the 
lack of it. But more generally, they 
complain about anything they think 
they can blame on Democrats—spring 
rains, high winds, new diseases, cul-
tural disorders. 

And we have been patient in recent 
weeks while watching all of this and 
have been polite enough not to ask 
those who come to the floor, ‘‘Where is 
the budget?’’ that is required to be sub-
mitted to the Senate by the majority 
party. We have not asked that question 
because we have known where their 
budget is. It is 71 days late, 71 days be-
yond when the law requires the Con-
gress to have passed a budget. These 
folks that had a plan for everything in 
the first 100 days apparently did not 
have a plan to meet their responsi-
bility to have a budget by April 15. So 
it is 71 days later, and we are now told 
that this Thursday the budget will 
come to the floor of the Senate. 

Where has it been? In conference, we 
are told. In conference with Demo-
crats? No. Conference committees are 
usually between two parties. But not 
this one. This is in conference huddling 
behind closed doors, hatching new 
ideas about how to give the wealthy 
another tax cut and how to have the 
middle-income taxpayers in this coun-
try pay for it. Now they have figured it 
out, and they are going to unveil it 
here on the floor of the Senate. 

So close your eyes just for a moment 
while I describe it and ask yourself: Is 
this not a curtain call to a play you 
have seen before? It is the let-them- 
eat-cake budget. They bring to the 
floor a budget that says let us have tax 
cuts for the very wealthy, let us have 
spending cuts for the very poor, and let 
us spend more money for defense and 
spend it on things that the Secretary 
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of Defense says we do not need. This 
budget says we cannot afford star 
schools, but we must begin imme-
diately building star wars. It says col-
lege should be made more expensive for 
young people and middle-income fami-
lies and health care should cost more 
for the elderly and the poor. And all of 
this when finished, they claim, will 
produce a balanced budget. 

Sound familiar? Well, this kind of 
budget represents the same old, tired 
ideas swaddled in designer clothes for 
the 1990’s. America has seen this fash-
ion show once before. It was about $4 
trillion ago in debt. This is a budget 
with phony figures, bogus promises, 
and twisted priorities. I know they will 
explain it this week in sweet language 
and seductive promises. But as they do, 
remember the words of Emerson who 
said, ‘‘The louder he talked of his 
honor the faster we counted our 
spoons.’’ 

One hundred years from now histo-
rians will look back at 1995 and none of 
us will be able to explain what we did 
in 1995 because we will not be here. But 
they will be able to view a little bit 
about how we felt, what we felt the pri-
orities were in our country by what we 
spent the public resources on. 

This budget will surely cause future 
historians to scratch their heads and 
wonder how a country deep in debt 
with the wealthy getting wealthier and 
the poor getting poorer could develop a 
budget which says that the rich have 
too little and the poor have too much 
and the solution is to simply cut our 
revenue by offering tax cuts to the 
most affluent and cutting back on our 
commitment to kids, the veterans, and 
to the elderly. 

There is still time, it seems to me, 
for all of us, Republicans and Demo-
crats, to have conference committees 
in which both parties conference and in 
which we establish real priorities that 
make sense for our country, that in-
vest in our future, and that fight for 
the economic interests of the job cre-
ators and the workers in our country. 
We can do that. But it will not happen 
with the priorities established in the 
budget we are about to debate this 
week. This does not represent, sadly 
enough, a new direction. It is tired, 
failed old political dogma long since 
discredited. And we will have a lot of 
debate about this budget. 

U.S. TRADE POLICY 
But let me go beyond the budget to 

the source of our Federal budget. Even 
more important than the way we spend 
our public resources is the kind of 
economy America has with which to 
produce these public resources. What 
kind of a private sector, what kind of 
initiatives that create jobs and oppor-
tunities and economic growth in our 
country, can produce a country that 
advances our Nation and its people? 

During the 50 years since World War 
II we have seen it in two distinct eco-
nomic stories in America. The first 25 
years after the Second World War we 
saw a country in which opportunities 

were abundant in America for working 
families. America saw its working fam-
ilies’ incomes grow, real growth; oppor-
tunities expand, real opportunities. 

So for 25 years people in this country 
received the fruit of an economy that 
worked and expanded. In the second 25 
years we have seen a different kind of 
story. We have struggled as inter-
national competition has become tough 
and sharper. 

We have seen in the last 20 years that 
the American families now have less 
income than they had 20 years ago, if 
you adjust for inflation. They have 
fewer opportunities than they had be-
fore. 

Why is all of that happening? Be-
cause there is another deficit no one is 
talking about: the trade deficit. This 
nation has a record trade deficit; last 
year it was the highest deficit in 
human history. 

What does that mean? It means 
American jobs going overseas, oppor-
tunity leaving our country. Frankly, 
there have not been more than two or 
three of us in this Chamber regularly 
talking about this trade deficit which 
shrinks opportunity in America. 

You can make the case—not nec-
essarily accurately—that a budget def-
icit is simply money we owe to our-
selves, but you cannot make the same 
case on the trade deficit because the 
trade deficit must be repaid with a 
lower standard of living in our country. 

It is interesting that today, on Mon-
day, the stock market is at record 
highs, corporate profits at record lev-
els, and last week the U.S. Department 
of Labor reported that real hourly 
wages dropped by 3 percent in 1994. A 
record decline in hourly compensation 
in this Nation. 

Is it not interesting, the disconnec-
tion here? 

They are having a high old time on 
Wall Street; corporate profits are doing 
fine. There is happiness in the board-
room. But what about around the din-
ner table with the American family 
whose real wages are decreasing? And 
the question today is: Why? What 
causes that disconnection? 

I would like to go through a few 
charts that show what is happening in 
this country. First of all, our trade pol-
icy is a trade policy that injures our 
country from within and ships Amer-
ican jobs overseas. 

I am not someone who believes we 
ought to erect walls around our coun-
try, but I do believe we ought to pro-
tect our economic base with good jobs, 
with good income, and expanded oppor-
tunities abroad. 

Here are the trade deficits. All you 
have to do is look at the red lines, our 
trade losses, and these lines represent 
jobs. You will see where we are head-
ed—the largest trade deficit in human 
history last year in this country. 

Who are these deficits with? Well, I 
brought a chart to show what is hap-
pening with bilateral trade balances. 

Everything on this side of the chart 
is a deficit, and we have a few surpluses 

with very small trading partners. 
Japan: big deficit; China: big deficit; 
Canada: big deficit; Germany, Taiwan, 
Italy, Venezuela. Over a $160 billion 
merchandise trade deficit last year. 

Who do we have a surplus with? Well, 
the Netherlands, Argentina, Belgium— 
all very small surpluses. But the fact is 
we are being buffeted by very large 
trade deficits. In fact, these are last 
year’s numbers. The first quarter of 
this year showed an all-time record 
high trade deficit—$45 billion in the 
first quarter. 

Now, it is not an accident that these 
trade deficits are exploding. Our manu-
facturing and other productive sectors 
are withering. Good jobs are being re-
placed. Americans are working for less. 

Why is that happening? It is hap-
pening because more and more corpora-
tions, the artificial persons we recog-
nize in law, are interested in inter-
national, global profits, not American 
profits. 

How do you do that? You simply find 
a foreign location where it is cheap to 
produce and send your products here. 
Produce your shoes in Indonesia and 
sell them in Pittsburgh. Produce your 
shirts in China and sell them in Bis-
marck. 

That is the disconnection that is hap-
pening in this country, a wholesale 
movement of American jobs overseas 
to produce where it is dirt cheap, 
produce where you can hire 12-year-old 
kids to work for 12 cents an hour for 12 
hours a day and then ship your product 
back into our marketplace, back into 
America. 

I ask you, is that fair competition for 
an American business to have to com-
pete with? The answer is no. Is that 
fair competition for any American 
worker to have to compete with? The 
answer is no. 

We fought for 50 years in this country 
for higher standards, saying you ought 
to have to pay a living wage; you ought 
to have a safe workplace for your 
workers; you ought not to dump pollu-
tion into the air and chemicals into the 
water. 

Those are battles we have had, and 
we have put them behind us in our 
country. We have a minimum wage; we 
have a safe workplace; we have OSHA; 
we have pollution laws; and, yes, they 
are a nuisance, but the fact is we now 
have cleaner air and cleaner water 
than 20 years ago. Why? Because we 
succeeded. 

However, those who control our eco-
nomic output, the agents of produc-
tion, all too often say, well, that is 
fine, but if that is the way you want to 
be, if you want to force us to pay living 
wages to people, if you want to force us 
not to degrade the environment, if you 
want to force us to have safe work-
places, then we will go elsewhere where 
we are not encumbered, where we are 
not a nuisance. And the plant leaves 
America and a job goes somewhere else 
and an American family is out of work. 
But the plant produces a product that 
then comes back to America and un-
dercuts the manufacturer who stayed 
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here, undercuts the worker who toils 
here. And that is the dilemma. 

Let me turn to China. I wish to talk 
about a couple of countries and just 
take a look at what is happening with 
our trade with these countries. 

China: In 1987, we had a surplus with 
China; this year, a $30 billion deficit 
with China. This country has to say to 
China: We are sorry; you are friends of 
ours. We like you to be a trading part-
ner, but we are tired of being a cash 
cow for hard currency for China. If you 
want to ship all your goods to America, 
then start buying more from America. 

Do you know that when you send 
wheat to China, we have to subsidize it 
below the cost of production to get the 
Chinese to buy it? That is an example 
of the absurd trade policy in this coun-
try. So American jobs are now in 
China. The agents of production believe 
they can produce cheaper in China and 
sell it back in New York and Cin-
cinnati. And maybe they can. But is 
that fair trade? Is that what we ought 
to subject the American worker and 
the American business to in the name 
of competition? It is not fair where I 
come from. 

Mexico. Well, we just had a Mexican 
trade agreement called NAFTA. In 
1992, we had a big trade surplus with 
Mexico. This year, we are going to have 
a big deficit, more than $15 billion. The 
same is true with Canada. It seems to 
me that we ought to be able to win a 
trade agreement now and then. For the 
last 20 years have we sent our folks out 
to negotiate trade agreements, and we 
have lost. 

Japan: a $65 billion trade deficit. 
Now, the President, to his credit, for 
the first time in a long time, has stood 
up and said to the Japanese: We are 
sorry, but we are going to insist you 
open your markets and if you do not 
there will be consequences. 

I mentioned NAFTA. When we de-
bated NAFTA here in Congress, the 
prophets of nirvana said if we just pass 
this NAFTA with Mexico, we will have 
all these new jobs in America. They 
predicted 170,000 new jobs in America, 
and some predicted many, many more. 
Guess what? This year, our trade def-
icit with Mexico means we will lose 
200,000 jobs overall. 

The surge of wholesale imports from 
Mexico this year results in part be-
cause of the devaluation of the peso, 
but also because the trade agreement 
with Mexico was negotiated in a way 
that was, in my judgment, just fun-
damentally incompetent. It did not 
serve America’s economic interests. 

You can see our actual experience 
with NAFTA on this chart. Here you 
can see the rapidly growing trade defi-
cits in the same high-skilled manufac-
turing sectors where we were supposed 
to see more U.S. exports and more jobs. 
The charts show just the opposite has 
happened since NAFTA in our trade 
with Mexico in scientific instruments, 
electric equipment, autos, and auto 
parts. 

This is not as was advertised. NAFTA 
was advertised as a plus for high-skill 

jobs in this country. They are still low- 
wage jobs in Mexico, but they are send-
ing to us electronics, electronics parts, 
autos, auto parts. These used to be the 
good jobs in our country. 

So we see the promises from all of 
these trade agreements. We see the 
promises about China, the promises 
about Japan. We see the promises with 
NAFTA, the promises with GATT, and 
they do not work. 

Every single year, we go deeper in 
debt on trade. And what does that 
mean? It means fewer jobs with less in-
come here in this country. The ques-
tion is, what are we going to do about 
it? When are we going to decide in this 
country that we are going to stand up 
for our economic interests? This issue 
is not about the profits of inter-
national corporations who produce 
anywhere in the world and ship their 
products here. This issue is about 
American jobs. The American eco-
nomic engine runs with good jobs that 
pay good income. As a country we can-
not advance by seeing corporate profits 
reach record highs but, at the same 
time, see the earnings and benefits of 
American families cut back. Last week 
I saw a memo from one of this coun-
try’s larger financial institutions, also 
involved in international competition. 
That company decided to get rid of 80 
percent of its clerical workers and then 
contract out to workers who will not 
receive benefits. If you can hire people 
without benefits, you can save a lot of 
money. 

Well, that is fine, but it seems to me 
that is a giant retreat from what we 
ought to be doing in this country. This 
country is not just about profit. It is 
also about advancing the standard of 
living of the American people. 

I am a big fan of the private sector, 
the private market, the free market. I 
am a big fan of those who create jobs 
and opportunity in this country. I am a 
big fan of those who want to wean 
themselves from post-Second World 
War trade policies, that were largely 
foreign aid, and decide that we are 
going to insist, with every trading 
partner in this world—hold up a mir-
ror—‘‘treat us well because we are 
going to treat you like you treat us.’’ 

We, Uncle Sam, the United States of 
America, demand fair trade. We de-
mand fairness for our workers. We de-
mand fairness for our businesses. We 
are sick and tired of being pushed 
around, sick and tired of one-way free 
trade, sick and tired of American jobs 
moved overseas so the products of 
those jobs can be shipped back to us to 
be viewed on the market shelf by some-
one who is unemployed. That is not 
what I view to be an adequate future 
for our country. 

What can we do about all this? We 
can finally begin to decide that the 
trade policy we followed after World 
War II does not work any longer. There 
is nothing at all wrong with standing 
up for American economic interests. It 
is not inconsistent with fostering free 
trade or expanded trade to stand up for 

economic interests in our country. We 
should and we must decide as Ameri-
cans when we expand trade agree-
ments, when we expand trade opportu-
nities, to insist with others in our 
world who are our competitors, and are 
skilled, true competitors, that they 
treat us fairly. 

We were perfectly able, in the first 25 
years after the Second World War, to 
extend a hand of foreign aid and trade 
policy to Western Europe and the Pa-
cific rim. When I walked to school in a 
town of 300 people I knew every single 
day—because it was evident all around 
me—that the United States was the 
biggest, the best, the most, and we won 
in international competition just by 
waking up in the morning. 

But it has changed. The Japanese are 
tough. The Germans are shrewd. They 
are good competitors. China is able to 
produce some things at much less cost 
than we do. So the question is, are we 
going to recognize that change and de-
velop public policies that protect the 
economic interests of our country, or 
are we going to be willing to continue 
to be washed away in a sea of red trade 
ink that compromises American jobs 
and compromises American income? 

I indicated some weeks ago that I 
was going to give a series of four or 
five discussions on the floor of the Sen-
ate on the subject of trade, where we 
are and where we ought to be heading. 
This is the second time I have come to 
the floor to discuss this. 

You see what is happening in our 
country with respect to income in the 
past half century. In the first 25 years, 
every portion of the income group—the 
green bars on the chart—experienced 
significant real income gains; in the 
past 25 years, losses in real income for 
the bottom 60 percent. 

It does not take, it seems to me, 
someone to be out in the work force 
losing their job to understand this. The 
evidence is clear. It ought to be clear 
to everybody. We now see a cir-
cumstance where the American fami-
lies have to increase the number of 
people in the households working in 
order to add income. The chart shows 
that families reached higher income 
not by individuals earning more, but 
by putting more family members into 
the work force. That is the only way 
they can add any income, because the 
income per capita per worker is declin-
ing in our country. 

And one last chart. This shows more 
graphically than any what has hap-
pened with respect to real income in 
our country, real hourly compensation. 
Income during the first 25 years after 
World War II, the green line, goes 
steadily up, and in the second 25 years, 
the red line, real income is down. 

If we do not wake up in this country 
and decide to do something about this, 
this country’s economy is not going to 
be the economic engine that produces 
the resources to even allow us to de-
bate priorities in a budget. 

Budget represents the priorities of 
public resources. Adequate public re-
sources must come from a healthy, 
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growing, vibrant economy, and it darn 
sure is not growing much when you 
have trade policies that move Amer-
ica’s strength overseas. 

I will return to the floor with other 
presentations on trade, along with pro-
posed solutions. I appreciate your in-
dulgence. 

f 

RESERVATION OF LEADER TIME 

The PRESIDING OFFICER. Under 
the previous order, the leadership time 
is reserved. 

Mr. THURMOND. Mr. President, I 
ask unanimous consent to speak for 31⁄2 
minutes as in the morning hour. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

TRIBUTE TO GEN. CARL MUNDY, 
COMMANDANT OF THE U.S. MA-
RINE CORPS 

Mr. THURMOND. Mr. President, I 
rise today to recognize one of this 
country’s most distinguished military 
leaders, Gen. Carl E. Mundy, 30th Com-
mandant of the U.S. Marine Corps. 
General Mundy is retiring after 38 dis-
tinguished years of service to our coun-
try during which he has served this Na-
tion honorably in a number of very im-
portant posts. Among these are the 
commanding general of the Fleet Ma-
rine Force Atlantic, the II Marine Ex-
peditionary Force, and the Allied Com-
mand Atlantic Marine Striking Force. 
General Mundy has received numerous 
decorations for his service including 
the Legion of Merit, the Bronze Star, 
and the Purple Heart which he received 
while serving in the jungles of Viet-
nam. 

Mr. President, General Mundy is a 
leader, visionary, and a warrior. As he 
completes his watch, he leaves behind a 
Corps of Marines that is ready to re-
spond instantly to the Nation’s ‘‘911’’ 
calls, relevant to meet the defense 
needs of the Nation into the next cen-
tury, and capable of meeting the re-
quirements of today’s national mili-
tary strategy. 

As Commandant of the Marine Corps, 
General Mundy has been a central fig-
ure in shaping the post-cold-war mili-
tary. He has acted as a principal au-
thor on a number of key Department of 
Defense white papers. Among these pa-
pers, ‘‘From the Sea’’ and ‘‘Forward 
. . . From the Sea,’’ have been instru-
mental in outlining the future role of 
naval and marine forces. He has been a 
tireless spokesman for the Department 
of Defense and has traveled extensively 
throughout the country to speak to 
citizens on key issues related to na-
tional security. 

Mr. President, it is with deep regret 
that I wish General Mundy and his 
wife, Linda, farewell. He has always 
provided us the benefits of his great 
wisdom. He has continuously lived up 
to the Marine Corps motto: Semper 
Fidelis. 

Mr. President, General Mundy is 
truly one of the few, one of the proud. 

He is, and always will be, a U.S. ma-
rine. Our Nation is proud of him, and 
we wish him well in the future. 

I yield the floor. Mr. President, I sug-
gest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mrs. KASSEBAUM. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

THE 50TH ANNIVERSARY OF THE 
U.N. CHARTER 

Mrs. KASSEBAUM. Mr. President, 50 
years ago today, the victorious nations 
of World War II gathered in San Fran-
cisco to sign the charter that created 
the new United Nations. It was a time 
of enormous hope and promise, and the 
world’s expectations ran high. No coun-
try had more influence in shaping that 
international organization than the 
United States. From the details in the 
charter to the name of the new organi-
zation itself, American leadership— 
then at its strongest on the heels of 
victory in the war—was everywhere in 
evidence. Just as American hesitation 
doomed the League of Nations a quar-
ter-century earlier, so American lead-
ership in 1945 gave the world the 
United Nations. 

I would like, Mr. President, today to 
express a strong belief that America 
must again lead in the significant re-
forms that are now necessary to save 
this valuable organization for genera-
tions to come. 

There is much criticism of the United 
Nations, and much of that is well-de-
served. The Secretariat has ballooned 
into a collection of bloated, often ill- 
operated bureaucracies. The structure 
of the Security Council reflects a by-
gone era. The Trusteeship Council has 
outlived its usefulness. 

There is mismanagement, waste, and 
general lack of accountability. Too 
often, there is no focus and no real 
sense of priorities. 

But there also is much muddled 
thinking in America’s approach to the 
United Nations. In much of the coun-
try—including Washington—there is 
much misunderstanding and confusion 
about the organization’s purposes and 
structures. The standards by which we 
judge its success or failure have be-
come unrealistic. And there are some 
who would take us again down the 
failed path of the League of Nations 
and sacrifice a valuable international 
organization for domestic political 
gain. I believe we must fix the United 
Nations, and only the United States 
can provide the leadership to get the 
job done. There are several reforms 
that I think we can achieve without 
amending the charter. 

First, we should lead those reforms 
that can be accomplished without 
amending the charter. I have joined 
with Congressman LEE HAMILTON, the 

ranking member of the International 
Relations Committee in the House of 
Representatives, in putting forward 
some thoughts on reforms that can be 
accomplished without opening the Pan-
dora’s box of amending the charter. Let 
me summarize some of the suggestions: 

First, focus on the core agencies. The 
United Nations today has more than 70 
agencies under its umbrella. We would 
finance only a handful of agencies that 
serve core purposes of the organization, 
for instance the International Atomic 
Energy Agency [IAEA], the World 
Health Organization, and the High 
Commission on Refugees. Other agen-
cies should be abolished, merged, or fi-
nanced at the discretion of one or more 
of the core agencies. 

Second, peacekeeping. This is a dif-
ficult one, Mr. President. In the heady 
days of the cold war, and after the cold 
war, expectations for peacekeeping 
grew far out of control. But the truth 
is that peacekeeping has inherent lim-
its, and many of the failed hybrid oper-
ations we have undertaken—such as 
nation building in Somalia—which 
probably ultimately turned out to be 
better than was assumed at the time 
that the forces were withdrawn, and 
peace enforcement in Bosnia—which 
has ignored those limits. Future peace-
keeping should be limited to classic op-
erations. 

Third, conferences. Conferences have 
come to dominate far too much of the 
United Nations time, resources, and at-
tention. The United Nations should get 
out of the conference business and 
focus itself on more meaningful activi-
ties. Otherwise, we run the risk of just 
being a traveling road show from sum-
mit to summit. 

Last, accountability. Today, the 
United Nations is accountable to no 
one. We should significantly strength-
en the Office of the Inspector General 
and give it some real teeth. The mem-
ber states should also reform the proc-
ess by which they select the Secretary- 
General, to ensure that his or her ac-
countability and selection is primarily 
one of skills and ability to administer 
the Organization. 

I think this is enormously important 
and probably very difficult to achieve. 
It is one of the more sensitive areas to 
deal with, and yet it is the key to mak-
ing much of it work as it should. 

I think we should take the lead in re-
forms that would require amending the 
charter. I, for one, believe membership 
in the Security Council should be re-
formed to better reflect the realities of 
contemporary international politics. 

Nations such as Japan and Germany, 
which pay large portions of the U.N.’s 
bills and are powerful international 
players, should have permanent seats 
on the Council; and, of course, the 
Charter’s reference to them as enemy 
states should be struck. The number of 
nonpermanent members should be ex-
panded to better accommodate major 
regional powers. 

We should also eliminate the Trust-
eeship Council established to handle 
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the problems of decolonization. It has 
outlived its purpose. Rather than 
search for a new purpose for this Coun-
cil, we should ask whether it should 
exist at all. 

Mr. President, the other major area 
for reform is in our thinking about 
what the United Nations is and what 
its role should be in American foreign 
policy. We cannot expect the United 
Nations to be clearer in purpose than is 
its most powerful member state. 

At its core, the United Nations is a 
collection of sovereign states and is be-
holden to them for guidance, funding, 
and, ultimately, legitimacy. The polit-
ical decisions that drive the Organiza-
tion and define its proper role in inter-
national politics must be made in na-
tional capitals, not in New York. 

I have grown increasingly concerned 
about the tendency toward a fuzzy 
multilateralism that has come to mark 
U.N. policy toward the United Nations. 
We have shown a penchant for dumping 
difficult problems in the lap of the 
United Nations and then complaining 
when no solution is forthcoming. The 
tragedy in former Yugoslavia may be 
the most dramatic current example of 
this phenomena. The truth is, we can-
not so easily wash our hands of dif-
ficult decisions. 

The United Nations is not a sub-
stitute for American leadership in 
international affairs. Rather, it is one 
avenue available to exercise that lead-
ership. 

I believe we must own up to the truth 
about our role in the United Nations. 
The United Nations has many failures, 
but we fool ourselves if we merely 
point fingers at New York and blame 
the United Nations for its short-
comings. The United States is first 
among equals in the U.N. system. The 
failures of the United Nations are, in 
reality, our own. 

We would do well to reflect honestly 
on that unavoidable truth. On this 
golden anniversary, we must decide 
whether we will continue to muddle 
along, or whether the United States 
once again will assume its unique man-
tle of leadership at the United Nations. 
I, for one, believe we must lead. 

f 

CONGRATULATING THE SOUTH 
AFRICAN RUGBY TEAM 

Mrs. KASSEBAUM. Mr. President, on 
Saturday South Africa defeated heav-
ily favored New Zealand in the world 
rugby championship. I rise today to 
congratulate the South African rugby 
team, as well as the people of South Af-
rica, on this historic victory. 

For years, because of its apartheid 
policies, South Africa has stood on the 
outside of international sports com-
petitions. From the Olympics to the 
World Cup, South Africa—a country of 
intense sports fans—had become iso-
lated and banned from many competi-
tions. And more than most other 
sports, rugby had become closely asso-
ciated with the former white govern-
ment and its apartheid policies. 

After this history, the image of 
President Nelson Mandela—a man im-
prisoned for 27 years in his fight 
against apartheid—handing the World 
Cup trophy to the white captain of the 
rugby team is indeed a powerful sym-
bol of the dramatic changes in South 
Africa. Throughout the country, whites 
and blacks alike celebrated the victory 
of the Springboks, the mascot of the 
national team. 

Mr. President, I join with the inter-
national community in congratulating 
the people of South Africa on winning 
the rugby World Cup. It has been a dra-
matic and historic time in South Afri-
ca. This victory, bringing together all 
South Africans, exemplifies the 
progress to date and the hope for the 
future of a great country. 

f 

CYBERPORN 

Mr. GRASSLEY. Mr. President, there 
is an article from Time magazine and 
an article from the Spectator magazine 
that I ask unanimous consent to have 
printed in the RECORD at the end of my 
remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 
Mr. GRASSLEY. Mr. President, this 

morning I want to speak on a topic 
that has received a lot of attention 
around here lately. My topic is 
cyberporn, and that is, computerized 
pornography. I have introduced S. 892, 
entitled the Protection of Children 
from Computer Pornography Act of 
1995. 

This legislation is narrowly drawn. It 
is meant to help protect children from 
sexual predators and exposure to 
graphic pornography. 

Mr. President, Georgetown Univer-
sity Law School has released a remark-
able study conducted by researchers at 
Carnegie Mellon University. This study 
raises important questions about the 
availability and the nature of 
cyberporn. It is this article I ask to 
have printed in the RECORD. 

Later on, on this subject, some time 
during the middle of July, I will be 
conducting hearings before the full Ju-
diciary Committee to fully and com-
pletely explore these issues. In the 
meantime, I want to refer to the Car-
negie Mellon study, and I want to em-
phasize that this is Carnegie Mellon 
University. This is not a study done by 
some religious organization analyzing 
pornography that might be on com-
puter networks. 

The university surveyed 900,000 com-
puter images. Of these 900,000 images, 
83.5 percent of all computerized photo-
graphs available on the Internet are 
pornographic. Mr. President, I want to 
repeat that: 83.5 percent of the 900,000 
images reviewed—these are all on the 
Internet—are pornographic, according 
to the Carnegie Mellon study. 

Now, of course, that does not mean 
that all of these images are illegal 
under the Constitution. But with so 
many graphic images available on com-

puter networks, I believe Congress 
must act and do so in a constitutional 
manner to help parents who are under 
assault in this day and age. There is a 
flood of vile pornography, and we must 
act to stem this growing tide, because, 
in the words of Judge Robert Bork, it 
incites perverted minds. I refer to 
Judge Bork from the Spectator article 
that I have permission to insert in the 
RECORD. 

My bill, again, is S. 892, and provides 
just this sort of constitutional, nar-
rowly focused assistance in protecting 
children, while also protecting the 
rights of consenting adults to transmit 
and receive protected pornographic 
material—protected, that is, under the 
first amendment. 

Also, according to the Carnegie Mel-
lon University study, cyberporn is real-
ly big business. Some computer net-
works which specialize in computer 
pornography take in excess of $1 mil-
lion per year. 

Later this week, I am going to intro-
duce the Antielectronic Racketeering 
Act of 1995 which will target organized 
crime which has begun to use the awe-
some powers of computers to engage in 
criminal activity. 

As we all know from past debates in 
this body, organized crime is heavily 
involved in trafficking illegal pornog-
raphy. The Antielectronic Racket-
eering Act will put a dent into that. 

In closing, Mr. President, I urge my 
colleagues to give this study by Car-
negie Mellon University serious consid-
eration, and I urge my colleagues to 
support S. 892. I yield the floor. 

EXHIBIT 1 
[From the Spectator, Feb. 4, 1995] 
AN ELECTRONIC SINK OF DEPRAVITY 

NEW YORK.—If last year it was merely 
modish to be seen speeding down the infor-
mation superhighway, this year it is fast be-
coming essential, at least in America. Hitch 
your wagon to cyberspace, says the new 
Speaker of the House, Mr. Newt Gingrich, 
and your democracy will become absolute, 
with all America joined together for the first 
time into one vast and egalitarian town 
meeting. 

Mr. Gingrich made this all clear two weeks 
ago when he unveiled a new system for 
bringing Congress to the electronically con-
nected populace, which in honour of Presi-
dent Jefferson is called ‘‘Thomas’’. Anyone 
with a computer and a modem at home or in 
the office (or even up in the skies, courtesy 
of USAir’s new back-of-the-seat telescreens) 
may now, with only the click of a few but-
tons, find the text of any bill, any resolu-
tion, any government statement. 

Mr. Gingrich is hugely excited by this 
idea—going so far as to suggest, and not at 
all facetiously, that perhaps every citizen be 
given a thousand-dollar tax deduction to 
allow him to buy himself a laptop computer. 
Thus will all America be conjoined, he ar-
gues, and thus will its democracy be ever 
strengthened as in no other country on 
earth. 

Fine, say I, and not just because I will be-
come richer by $1,000. For the last three 
years or so I have been a dedicated and en-
thusiastic user of the Internet. (The Inter-
net—‘‘the net’’ to those in the know—began 
innocently enough 20 years ago as a vast 
worldwide network of computers, linked to-
gether by government-funded telephone 
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lines, with high-powered government-funded 
‘‘exchanges’’ to speed calls on their way, 
which enabled universities and governments 
to swap information. Five years or so ago, 
its controllers opted to make it more demo-
cratic, and now anyone is able to connect to 
it; tens of thousands of new subscribers join 
every day, and the net is becoming truly 
global, with at least 20 million regular 
users.) 

I am a typical enough user. I send elec-
tronic mail—e-mail—to everyone who is 
similarly hooked up (it is lightning fast and 
essentially free); and I browse through the 
world’s libraries and data-bases to do re-
search for whatever book I happen to be 
writing. I bask happily in the Panglossian 
principle that the Internet seems to en-
shrine. By virtue of the net, I have complete 
freedom to explore and trawl for anything I 
want in what has become by custom an 
untrammelled, uncontrolled, wholly liber-
ated ocean of information. The Internet 
seems and sounds to be something almost 
noble. One can understand why the US Con-
gress named its own portion of the net after 
Jefferson: all knowledge there is is on hand 
for all the people—just the kind of thing the 
great man would have liked. 

But this week, while I was peering into an 
area of the Internet where I have hitherto 
not lingered, I discovered something so ap-
palling as to put all such high-minded senti-
ments into a quite different perspective. 

I had stumbled, not entirely accidentally, 
into a sinkhole of electronic but very real 
perversion. The first thing I read, almost as 
soon as I entered it, was a lengthy, very 
graphic and in stylistic terms quite com-
petently composed narrative that presented 
in all its essentials the story of a kidnap-
ping, and the subsequent rape, torture, muti-
lation and eventual murder of the two vic-
tims. That author called himself by a code- 
name, Blackwind; and while it is quite likely 
that he is American, almost as certain that 
he is well-educated and quite possible that 
he is at least a peripheral member of the aca-
demic community, we know, and are allowed 
to know, nothing else about him. 

His anonymity is faultlessly safeguarded 
by a system of electronics which has been 
built into the Internet, and which even the 
police and the other agents of the state are 
unable, technically or in law, to penetrate. 
This is, from their point of view, highly re-
grettable. Blackwind’s offerings—and the 
very similar stories currently being pub-
lished on the Internet by scores of men who 
are in all likelihood as deranged as he seems 
to be—should be subject to some kind of 
legal sanction, and for one very understand-
able reason: the victims of the story he has 
written are small children. 

One is a six-year old boy named Chris-
topher, who, among other indignities, suffers 
a castration—reported in loving detail—be-
fore being shot. The other is a girl named 
Karen, who is seven years old and is raped re-
peatedly by no fewer than nine men, before 
having her nipples cut off and her throat 
slashed. 

At the moment of my writing this, I find 
that there are perhaps 200 similar stories 
presently circulating and available on one of 
the so-called ‘‘newsgroups’’ on the Internet. 
The choice of tales is endlessly expanded and 
refreshed by new and ever more exotic sto-
ries that emerge into this particular niche in 
the other every day, almost every hour. You 
want tales of fathers sodomizing their three- 
year-old daughters, or of mothers performing 
fellatio on their prepubescent sons, or of 
girls coupling with horses, or of the giving of 
enemas to child virgins? Then you need do 
no more than visit the newsgroup that is 
named ‘‘alt.sex.stories’’ and all will reliably 
be there, 24 hours a day, for everyone with a 

computer and a telephone, anywhere on (or 
above) the face of the earth. 

There are about 5,000 separate newsgroups 
on the net, each one of them presenting 
chatter about some scintilla of human 
knowledge or endeavour. I have long liked 
the system, and found it an agreeable way to 
discover people around the world who have 
similar interests. I used to tell others who 
were not yet signed up to the net that using 
newsgroups was like going into a hugely 
crowded pub, finding in milliseconds those 
who wanted to talk about what you wanted 
to know, having a quick drink with them be-
fore leaving, without once having encoun-
tered a bore. 

And so, with an alphabetical list running 
from ‘ab.fen’—which shows you how much 
fun you can have in Alberta—down to some-
thing in German called 
‘zer.zmetz.Wissenschaft.physlk’, the enthu-
siasms of the world’s Internet-connected 
population are distilled into their electronic 
segments. Alberta-philes can chat with each 
other, as can German physicists, and those 
who would bore these are left to chat among 
themselves. In theory, an admirable arrange-
ment. 

By Jeffersonian rights it should be uplift-
ing to the spirit. In reality it is rather less 
so. In far too many groups the level of dis-
cussion is execrable and juvenile. Arguments 
break out, insults are exchanged, the chatter 
drifts aimlessly in and out of relevance. This 
is a reality of the electronic world that few 
like to admit. It is prompting many browsers 
to suspect, as I do, that a dismayingly large 
number of users of this system are not at all 
the kind of sturdy champions of freedom and 
democracy and intellect that Mr. Gingrich 
and Mr. Gore would like them to be. 

More probably, to judge from the tone and 
the language in many of the groups, they are 
pasty-faced and dysfunctional men with hali-
tosis who inhabit damp basements. And it is 
for them, in large measure, that the 
newsgroups whose titles begin with the code- 
letters ‘alt.sex’ seem to exist. 

There are 55 of these, offering manna for 
all diets. Some are fairly light-hearted; 
‘alt.sex.anal’, for example contains much 
spirited chat about amusing uses to which 
you can put the colonic gateway; 
‘alt.sex.voyeurism’ seems to contain reason-
ably harmless chatter between a whole 
worldful of civic-minded Peeping Toms, who 
like to advise one another which public loos 
in which national parks have eye-sized 
knotholes in their doors. There is also 
‘alt.sex.nasal.hair’, into which I have not 
thus far been tempted. 

There are a number of the groups, though, 
which are not so amusing. There is 
‘alt.sex.intergen’, where the last letters 
stand for ‘intergenerational’, which is the 
current paedophile bulletin-board; and there 
is my current target, ‘alt.sex.stories’. I came 
across it by accident, and I double-clicked 
my mouse to open it, briefly enthralled. It 
did not take many seconds before I realized 
I had been ill-prepared for what was on offer. 

There is a kind of classification system. 
Each story entry lists a title, an author (in-
variably either a pseudonym, or posted via 
an anonymous computer that has laundered 
the words and made the detection of the au-
thor impossible), and a series of code-words 
and symbols that indicate the approximate 
content. 

Blackwind’s many offerings—there were 
about 200 stories in all, with Blackwind con-
tributing perhaps 15 of them—usually fell 
into the categories that are denoted by the 
codes ‘m-f, f-f, scat.pedo.snuff’, meaning that 
they contain scenes of male-female sex, fe-
male-female sex, scatological imagery, 
paedophiliac description and the eventual 
killing of the central victim. You quickly 

get, I think, the drift. Others are more horri-
fying still—those that end with the invari-
able ‘snuff’ scene, but whose enticements on 
the way include ‘best’, ‘torture’, ‘gore’ or 
‘amputees’, and which refer to sex with ani-
mals, bloodlettings, sadistic injury, and the 
limitless erotic joy of stumps. 

It is important to note that no one polices 
or, to use the Internet word, ‘moderates’, 
this group, (Some of the more obscure and 
non-sexual newsgroups do have a volunteer, 
usually a specialist in the field, who tries to 
keep order in what might, if unchecked, be-
come an unruly discussion.) On 
‘alt.sex.stories’ there is only one man, a Mr. 
Joshua Laff of the University of Illinois at 
Urbana, who oversees the group, in a some-
what lethargic way. He helpfully suggests 
the code-words for the various kinds of per-
verse interests. He indicates to people who 
want to talk about sex stories, rather than 
actually contributing them, that they would 
be better advised to post their gripes on 
‘alt.sex.stories.discussion’, next door, and so 
on. 

But Mr. Laff has no admitted scruples 
about what is permitted to go out over the 
air. So far as he is concerned, the First 
Amendment to the Constitution protects all 
that is said on ‘alt.sex.stories’ as free speech. 
What is demonstrated on these thousands of 
electronic pages is a living exhibition of the 
birthright of all who are fortunate enough to 
be born in the land that has given us the Na-
tional Rifle Association, the Reverend 
Jimmy Swaggart, and Blackwind. 

In truth, Mr. Laff and those who support 
the published existence of such writings are 
technically right. No obscene pictures are 
published—these could be banned in law. No 
obscene truths are proffered, so far as we 
know—no confessions of real rapes, nor of ac-
tual acts of pedorasty. And since all the sto-
ries are prefaced with warnings that those 
under 18, or those of sensitive disposition, 
should read no further—devices that presum-
ably attract precisely those they purport to 
deter—so, the authors seem to agree, their 
ramblings do no harm at all. 

Most individual states legislate firmly or 
less so against printed pornography: but so 
far no one has successfully prosecuted the 
Internet—not least for the reason that with 
so amorphous, so global and so informal a 
linking of computers, who out there can be 
held responsible? People like Blackwind sim-
ply open accounts at what are known as 
‘anonymous posting systems’, and their 
words become filtered through two or three 
computers in such a way that the original 
source can never be known, and the perpe-
trator of any possible crime becomes impos-
sible to find. And, anyway, those who end-
lessly cry First Amendment! Here we want 
to say that the publishing of more words, 
even those from so clearly depraved an indi-
vidual as Blackwind, can do no harm at all. 

Commonsense would argue otherwise. A 
long and graphic account of exactly how and 
at what hour you wait outside a girls’ school, 
how best to bundle a seven-year-old into 
your van, whether to tell her at the start of 
her ordeal that she is going to be killed at 
the end of it (Blackwind’s favoured modus 
operandi), how best to tie her down, which 
aperture to approach first, and with what— 
such things can only tempt those who verge 
on such acts to take a greater interest in 
them. 

Surely such essays tell the thinker of for-
bidden thoughts that there exists somewhere 
out there a like-minded group of men for 
whom such things are really not so bad, the 
enjoyment of which, if no one is so ill- 
starred as to get caught, can be limitless. 
Surely it is naive folly—or, at the other end 
of the spectrum, gross irresponsibility—to 
suppose otherwise. 
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Such material is not, I am happy to say, 

universally available. Some of the big cor-
porations which offer public access to the 
Internet—America On-Line, CompuServe, 
Prodigy, Mr. Murdoch’s Delphi—have sys-
tems in place that filter out the more objec-
tionable newsgroups. On America On-Line 
you may read the ramblings on 
‘alt.sex.voyeurism’ and probably even 
‘alt.sex.nasal.hair’, but you may read no 
‘alt.sex.stories’, nor may you learn tech-
niques for having real relationships, as 
paedophiles like to say they have, with 
young children. 

But for those with the wherewithal to find 
more robust and uncontrolled access to 
cyberspace—and that means, quite frankly, 
most of the world’s computer users, be they 
90 years old or nine—all newsgroups are 
equally available, the evil along with the ex-
cellent. The question we have to ask is 
whether that should continue to be the case. 

One might not mind so much if the mate-
rial were being confined to the United 
States, where most of it originates. But in 
fact it manages to seep its electronic way ev-
erywhere, from Wiltshire to Waziristan. And 
crucially, no mechanism is yet in place al-
lowing foreigners—whose laws might well be 
far less tolerantly disposed to it—to filer it 
out. 

A computer owner in Islington or 
Islamabad can have easy and inexpensive ac-
cess to material over the net which would be 
illegal for him or her to read or buy on any 
British or Pakistani street. In China, por-
nographers would be imprisoned for pub-
lishing material that any Peking University 
students can read at the click of a mouse; 
and the same is true in scores of other coun-
tries and societies. The Internet, we smugly 
say, has become a means of circumventing 
the restrictive codes of tyrannics. But the 
reverse of this coin is less attractive; it also 
allows an almost exclusively American con-
tagion to ooze outwards, unstoppable, like 
an oil spill, contaminating everyone and ev-
erything in its path. 

We cannot, of course, prevent: such things 
being thought. We may not prevent them 
being written for self-gratification alone. 
But, surely, science and the public can some-
how conspire and co-operate to see that such 
writings as are represented by 
‘scat.pedo.torture.snuff’ and the like are nei-
ther published nor read, and that they do not 
in consequence have the opportunity to 
spread outwards as an electronic contagion 
from the minds of those who, like 
Blackwind, first create them. 

The Jeffersonian model for universal free-
dom which Mr. Gingrich so rightly applauds 
could not take into account the barbarisms 
of the modern mind. Nor could it imagine 
the genius by which such barbarisms can be 
disseminated as they are today, in seconds, 
to the remotest and still most innocent cor-
ners of the world. Someone, perhaps even the 
Speaker of the House of Representatives, is 
going to have to consider soon the implica-
tions, for ill as well as good, of our venture 
out onto the information superhighway, or 
else there are going to be some very messy 
electronic traffic accidents. 

[From Time Magazine, June 1995] 
CYBERPORN—ON A SCREEN NEAR YOU 

(By Philip Elmer-Dewitt) 
It’s popular, pervasive and surprisingly 

perverse, according to the first survey of on-
line erotica. And there’s no easy way to 
stamp it out. 

Sex is everywhere these days—in books, 
magazines, films, television, music videos 
and bus-stop perfume ads. It is printed on 
dial-a-porn business cards and slipped under 
windshield wipers. It is acted out by balloon- 

breasted models and actors with unflagging 
erections, then rented for $4 a night at the 
corner video store. Most Americans have be-
come so inured to the open display of eroti-
cism—and the arguments for why it enjoys 
special status under the First Amendment— 
that they hardly notice it’s there. 

Something about the combination of sex 
and computers, however, seems to make oth-
erwise worldly-wise adults a little crazy. 
How else to explain the uproar surrounding 
the discovery by a U.S. Senator—Nebraska 
Democrat James Exon—that pornographic 
pictures can be downloaded from the Inter-
net and displayed on a home computer? This, 
as any computer-savvy undergrad can tes-
tify, is old news. Yet suddenly the press is on 
alert, parents and teachers are up in arms, 
and lawmakers in Washington are rushing to 
ban the smut from cyberspace with new leg-
islation—sometimes with little regard to ei-
ther its effectiveness or its constitu-
tionality. 

If you think things are crazy now, though, 
wait until the politicians get hold of a report 
coming out this week. A research team at 
Carnegie Mellon University in Pittsburgh, 
Pennsylvania, has counted an exhaustive 
study of online porn—what’s available, who 
is downloading it, what turns them on—and 
the findings (to be published in the George-
town Law Journal) are sure to pour fuel on 
an already explosive debate. 

The study, titled Marketing Pornography 
on the Information Superhighway, is signifi-
cant not only for what it tells us about 
what’s happening on the computer networks 
but also for what it tells us about ourselves. 
Pornography’s appeal is surprisingly elusive. 
It plays as much on fear, anxiety, curiosity 
and taboo as on genuine eroticism. The Car-
negie Mellon study, drawing on elaborate 
computer records of online activity, was able 
to measure for the first time what people ac-
tually download, rather than what they say 
they want to see. ‘‘We now know what the 
consumers of computer pornography really 
look at in the privacy of their own homes,’’ 
says Marty Rimm, the study’s principal in-
vestigator. ‘‘And we’re finding a funda-
mental shift in the kinds of images they de-
mand.’’ 

What the Carnegie Mellon researchers dis-
covered was: 

There’s an awful lot of porn online. In an 
18-month study, the team surveyed 917,410 
sexually explicit pictures, descriptions, short 
stories and film clips. On those Usenet 
newsgroups where digitized images are 
stored, 83.5 percent of the pictures were por-
nographic. 

It is immensely popular. Trading in sexu-
ally explicit imagery, according to the re-
port, is now ‘‘one of the largest (if not the 
largest) recreational applications of users of 
computer networks.’’ At one U.S. University, 
13 of the 40 most frequently visited 
newsgroups had names like alt.sex.stories, 
rec.arts.erotica and alt.sex.bondage. 

It is a big moneymaker. The great major-
ity (71 percent) of the sexual images on the 
newsgroups surveyed originate from adult- 
oriented computer bulletin-board systems 
(BBS) whose operators are trying to lure cus-
tomers to their private collections of X-rated 
material. There are thousands of these BBS 
services, which charge fees (typically $10 to 
$30 a month) and take credit cards; the five 
largest have annual revenues in excess of $1 
million. 

It is ubiquitous. Using data obtained with 
permission from BBS operators, the Carnegie 
Mellon team identified (but did not publish 
the names of) individual consumers in more 
than 2,000 cities in all 50 states and 40 coun-
tries, territories and provinces around the 
world—including some countries like China, 
where possession of pornography can be a 
capital offense. 

It is a guy thing. According to the BBS op-
erators, 98.9 percent of the consumers of on-
line porn are men. And there is some evi-
dence that many of the remaining 1.1 percent 
are women paid to hang out on the ‘‘chat’’ 
rooms and bulletin boards to make the pa-
trons feel more comfortable. 

It is not just naked women. Perhaps be-
cause hard-core sex pictures are so widely 
available elsewhere, the adult BBS market 
seems to be driven largely by a demand for 
images that can’t be found in the average 
magazine rack: pedophilia (nude photos of 
children), hebephilia (youths) and what the 
researchers call paraphilia—a grab bag of 
‘‘deviant’’ material that includes images of 
bondage, sadomasochism, urination, defeca-
tion, and sex acts with a barnyard full of ani-
mals. 

The appearance of material like this on a 
public network accessible to men, women 
and children around the world raises issues 
too important to ignore—or to oversimplify. 
Parents have legitimate concerns about 
what their kids are being exposed to and, 
conversely, what those children might miss 
if their access to the Internet were cut off. 
Lawmakers must balance public safety with 
their obligation to preserve essential civil 
liberties. Men and women have to come to 
terms with what draws them to such images. 
And computer programmers have to come up 
with more enlightened ways to give users 
control over a network that is, by design, 
largely out of control. 

The Internet, of course, is more than a 
place to find pictures of people having sex 
with dogs. It’s a vast marketplace of ideas 
and information of all sorts—on politics, re-
ligion, science and technology. If the fast- 
growing World Wide Web fulfills its early 
promise, the network could be a powerful en-
gine of economic growth in the 21st century. 
And as the Carnegie Mellon study is careful 
to point out, pornographic image files, de-
spite their evident popularity, represent only 
about 3 percent of all the messages on the 
Usenet newsgroups, while the Usenet itself 
represents only 11.5 percent of the traffic on 
the Internet. 

As shocking and, indeed, legally obscene as 
some of the online porn may be, the re-
searchers found nothing that can’t be found 
in specialty magazines or adult bookstores. 
Most of the material offered by the private 
BBS services, in fact, is simply scanned from 
existing print publications. 

But pornography is different on the com-
puter networks. You can obtain it in the pri-
vacy of your home—without having to walk 
into a seedy bookstore or movie house. You 
can download only those things that turn 
you on, rather than buy an entire magazine 
or video. You can explore different aspects of 
your sexuality without exposing yourself to 
communicable diseases or public ridicule. 
(Unless, of course, someone gets hold of the 
computer files tracking your online activi-
ties, as happened earlier this year to a cou-
ple dozen crimson-faced Harvard students.) 

The great fear of parents and teachers, of 
course, is not that college students will find 
this stuff but that it will fall into the hands 
of those much younger—including some, per-
haps, who are not emotionally prepared to 
make sense of what they see. 

Ten-year-old Anders Urmacher, a student 
at the Dalton School in New York City who 
likes to hang out with other kids in the 
Treehouse chat room on America Online, got 
E-mail from a stranger that contained a 
mysterious file with instructions for how to 
download it. He followed the instructions, 
and then he called his mom. When Linda 
Mann-Urmacher opened the file, the com-
puter screen filled with 10 thumbnail-size 
pictures showing couples engaged in various 
acts of sodomy, heterosexual intercourse and 
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lesbian sex. ‘‘I was not aware that this stuff 
was online,’’ says a shocked Mann-Urmacher. 
‘‘Children should not be subjected to these 
images.’’ 

This is the flip side of Vice President Al 
Gore’s vision of an information super-
highway linking every school and library in 
the land. When the kids are plugged in, will 
they be exposed to the seamiest sides of 
human sexuality? Will they fall prey to child 
molesters hanging out in electronic chat 
rooms? It’s precisely these fears that have 
stopped Bonnie Fell of Skokie, Illinois, from 
signing up for the Internet access her three 
boys say they desperately need. 

‘‘They could get bombarded with X-rated 
porn, and I wouldn’t have any idea,’’ she 
says. Mary Veed, a mother of three from 
nearby Hinsdale, makes a point of trying to 
keep up with her computer-literate 12-year- 
old, but sometimes has to settle for moni-
toring his phone bill. ‘‘Once they get to be a 
certain age, boys don’t always tell Mom 
what they do,’’ she says. 

‘‘We face a unique, disturbing and urgent 
circumstance, because it is children who are 
the computer experts in our nation’s fami-
lies,’’ said Republican Senator Dan Coats of 
Indiana during the debate over the con-
troversial anti-cyberporn bill he co-spon-
sored with Senator Exon. 

According to at least one of those ex-
perts—16-year-old David Slifka of Manhat-
tan—the danger of being bombarded with un-
wanted pictures is greatly exaggerated. ‘‘If 
you don’t want them you won’t get them,’’ 
says the veteran Internet surfer. Private 
adult BBSs require proof of age (usually a 
driver’s license) and are off-limits to minors, 
and kids have to master some fairly 
daunting computer science before they can 
turn so-called binary files on the Usenet into 
high-resolution color pictures. ‘‘The chances 
of randomly coming across them are unbe-
lievably slim,’’ says Slifka. 

While groups like the Family Research 
Council insist that online child molesters 
represent a clear and present danger, there is 
no evidence that it is any greater than the 
thousand other threats children face every 
day. Ernie Allen, executive director of the 
National Center for Missing and Exploited 
Children, acknowledges that there have been 
10 or 12 ‘‘fairly high-profile cases’’ in the 
past year of children being seduced or lured 
online into situations where they are victim-
ized. Kids who are not online are also at risk, 
however; more than 800,000 children are re-
ported missing every year in the U.S. 

Yet it is in the name of the children and 
their parents that lawmakers are racing to 
fight cyberporn. The first blow was struck by 
Senators Exon and Coats, who earlier this 
year introduced revisions to an existing law 
called the Communications Decency Act. 
The idea was to extend regulations written 
to govern the dial-a-porn industry into the 
computer networks. The bill proposed to out-
law obscene material and impose fines of up 
to $100,000 and prison terms of up to two 
years on anyone who knowingly makes ‘‘in-
decent’’ material available to children under 
18. 

The measure had problems from the start. 
In its original version it would have made 
online-service providers criminally liable for 
any obscene communications that passed 
through their systems—a provision that, 
given the way the networks operate, would 
have put the entire Internet at risk. Exon 
and Coats revised the bill but left in place 
the language about using ‘‘indecent’’ words 
online. ‘‘It’s a frontal assault on the First 
Amendment,’’ says Harvard law professor 
Laurence Tribe. Even veteran prosecutors 
ridicule it. ‘‘It won’t pass scrutiny even in 
misdemeanor court,’’ says one. 

The Exon bill had been written off for dead 
only a few weeks ago. Republican Senator 

Larry Pressler of South Dakota, chairman of 
the Commerce committee, which has juris-
diction over the larger telecommunications- 
reform act to which it is attached, told Time 
that he intended to move to table it. 

That was before Exon showed up in the 
Senate with his ‘‘blue book.’’ Exon had asked 
a friend to download some of the rawer im-
ages available online. ‘‘I knew it was bad,’’ 
he says. ‘‘But then when I got on there, it 
made Playboy and Hustler look like Sunday- 
school stuff.’’ He had the images printed out, 
stuffed them in a blue folder and invited his 
colleagues to stop by his desk on the Senate 
floor to view them. At the end of the de-
bate—which was carried live on c-span—few 
Senators wanted to cast a nationally tele-
vised vote that might later be characterized 
as pro-pornography. The bill passed 84 to 16. 

Civil libertarians were outraged. Mike 
Godwin, staff counsel for the Electronic 
Frontier Foundation, complained that the 
indecency portion of the bill would trans-
form the vast library of the Internet into a 
children’s reading room, where only subjects 
suitable for kids could be discussed. ‘‘It’s 
government censorship,’’ said Marc 
Rotenberg of the Electronic Privacy Infor-
mation Center. ‘‘The Amendment shouldn’t 
end where the Internet begins.’’ 

The key issue, according to legal scholars, 
is whether the Internet is a print medium 
(like a newspaper), which enjoys strong pro-
tection against government interference, or 
a broadcast medium (like television), which 
may be subject to all sorts of government 
control. Perhaps the most significant import 
of the Exon bill, according to EFF’s Godwin, 
is that it would place the computer networks 
under the jurisdiction of the Federal Com-
munications Commission, which enforces, 
among other rules, the injunction against 
using the famous seven dirty words on the 
radio. In a Time/CNN poll of 1,000 Americans 
conducted last week by Yankelovich Part-
ners, respondents were sharply split on the 
issue: 42 percent were for FCC-like control 
over sexual content on the computer net-
works; 48 percent were against it. 

By week’s end the balance between pro-
tecting speech and curbing pornography 
seemed to be tipping back toward the lib-
ertarians. In a move that surprised conserv-
ative supporters, House Speaker Newt Ging-
rich denounced the Exon amendment. ‘‘It is 
clearly a violation of free speech, and it’s a 
violation of the right of adults to commu-
nicate with each other,’’ he told a caller on 
a cable-TV show. It was a key defection, be-
cause Gingrich will preside over the com-
puter-decency debate when it moves to the 
House in July. Meanwhile, two U.S. Rep-
resentatives, Republican Christopher Cox of 
California and Democrat Ron Wyden of Or-
egon, were putting together an anti-Exon 
amendment that would bar federal regula-
tion of the Internet and help parents find 
ways to block material they found objection-
able. 

Coincidentally, in the closely watched case 
of a University of Michigan student who pub-
lished a violent sex fantasy on the Internet 
and was charged with transmitting a threat 
to injure or kidnap across state lines, a fed-
eral judge in Detroit last week dismissed the 
charges. The judge ruled that while Jake 
Baker’s story might be deeply offensive, it 
was not a crime. 

How the Carnegie Mellon report will affect 
the delicate political balance on the 
cyberporn debate is anybody’s guess. Con-
servatives thumbing through it for rhetor-
ical ammunition will find plenty. Appendix 
B lists the most frequently downloaded files 
from a popular adult BBS, providing both 
the download count and the two-line descrip-
tions posted by the board’s operator. Suffice 
it to say that they all end in exclamation 

points, many include such phrases as ‘‘nailed 
to a table!’’ and none can be printed in Time. 

How accurately these images reflect Amer-
ica’s sexual interests, however, is a matter of 
some dispute. University of Chicago sociolo-
gist Edward Laumann, whose 1994 Sex in 
America survey painted a far more humdrum 
picture of America’s sex life, says the Car-
negie Mellon study may have captured what 
he calls the ‘‘gaper phenomenon.’’ ‘‘There is 
a curiosity for things that are extraordinary 
and way out,’’ he says. ‘‘It’s like driving by 
a horrible accident. No one wants to be in it, 
but we all slow down to watch.’’ 

Other sociologists point out that the dif-
ference between the Chicago and Carnegie 
Mellon reports may be more apparent than 
real. Those 1 million or 2 million people who 
download pictures from the Internet rep-
resent a self-selected group with an interest 
in erotica. The Sex in America respondents, 
by contrast, were a few thousand people se-
lected to represent a cross section of all 
American. Still, the new research is a gold 
mine for psychologists, social scientists, 
computer marketers and anybody with an in-
terest in human boards, they left a digital 
trail of their transactions, allowing the por-
nographers to compile data bases about their 
buying habits and sexual tastes. The more 
sophisticated operators were able to adjust 
their inventory and their descriptions to 
match consumer demand. 

Nobody did this more effectively than Rob-
ert Thomas, owner of the Amateur Action 
BBS in Milpitas, California, and a kind of 
modern-day Marquis de Sade, according to 
the Carnegie Mellon report. He is currently 
serving time in an obscenity case that may 
be headed for the Supreme Court. 

Thomas, whose BBS is the online-porn 
market leader, discovered that he could 
boost sales by trimming soft- and hard-core 
images from his data base while front-load-
ing his files with pictures of sex acts with 
animals (852) and nude prepubescent children 
(more than 5,000), his two most popular cat-
egories of porn. He also used copywriting 
tricks to better serve his customers’ fan-
tasies. For example, he described more than 
1,200 of his pictures as depicting sex scenes 
between family members (father and daugh-
ter, mother and son), even though there was 
no evidence that any of the participants 
were actually related. These ‘‘incest’’ images 
were among his biggest sellers, accounting 
for 10 percent of downloads. 

The words that worked were sometimes 
quite revealing. Straightforward oral sex, for 
example, generally got a lukewarm response. 
But when Thomas described the same images 
using words like choke or choking, consumer 
demand doubled. 

Such findings may cheer antipornography 
activists; as feminist writer Andrea Dworkin 
puts it, ‘‘the whole purpose of pornography is 
to hurt women,’’ Catharine MacKinnon, a 
professor of law at the University of Michi-
gan, goes further. Women are doubly vio-
lated by pornography, she writes in Vindica-
tion and Resistance, one of three essays in 
the forthcoming Georgetown Law Journal 
that offer differing views on the Carnegie 
Mellon report. They are violated when it is 
made and exposed to further violence again 
and again every time it is consumed. ‘‘The 
question pornography poses in cyberspace,’’ 
she writes, ‘‘is the same one it poses every-
where else: Whether anything will be done 
about it.’’ 

But not everyone agrees with Dworkin and 
MacKinnon, by any means; even some femi-
nist think there is a place in life—and the 
Internet—for erotica. In her new book, De-
fending Pornography, Nadine Strossen ar-
gues that censoring sexual expression would 
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do women more harm than good, under-
mining their equality, their autonomy and 
their freedom. 

The Justice Department, for it part, has 
not asked for new antiporn legislation. Dis-
tributing obscene material across state lines 
is already illegal under federal law, and child 
pornography in particular is vigorously pros-
ecuted. Some 40 people in 14 states were ar-
rested two years ago in Operation Longarm 
for exchanging kiddie porn online. And one 
of the leading characters in the Carnegie 
Mellon study—a former Rand McNally exec-
utive named Robert Copella, who left book 
publishing to make his fortune selling 
pedophilia on the networks—was extradited 
from Tijuana, and is now awaiting sen-
tencing in a New Jersey jail. 

For technical reasons, it is extremely dif-
ficult to stamp out anything on the Inter-
net—particularly images stored on the 
Usenet newsgroup. As Internet pioneer John 
Gilmore famously put it, ‘‘The Net inter-
prets censorship as damage and routes 
around it.’’ There are border issues as well. 
Other countries on the Internet—France, for 
instance—are probably no more interested in 
having their messages screened by U.S. cen-
sors than Americans would be in having 
theirs screened by, say, the government of 
Saudi Arabia. 

Historians say it should come as no sur-
prise that the Internet—the most democratic 
of media—would lead to new calls for censor-
ship. The history of pornography and efforts 
to suppress it are inextricably bound up with 
the rise of new media and the emergence of 
democracy. According to Walter Kendrick, 
author of The Secret Museum: Pornography 
in Modern Culture, the modern concept of 
pornography was invented in the 19th cen-
tury by European gentlemen whose main 
concern was to keep obscene material away 
from women and the lower classes. Things 
got out of hand with the spread of literacy 
and education, which made pornography 
available to anybody who could read. Now, 
on the computer networks, anybody with a 
computer and a modem can not only con-
sume pornography but distribute it as well. 
On the Internet, anybody can be Bob 
Guccione. 

That might not be a bad idea, says Carlin 
Meyer, a professor at New York Law School 
whose Georgetown essay takes a far less 
apocalyptic view than MacKinnon’s. She ar-
gues that if you don’t like the images of sex 
the pornographers offer, the appropriate re-
sponse is not to suppress them but to over-
whelm them with healthier, more realistic 
ones. Sex on the Internet, she maintains, 
might actually be good for young people. 
‘‘[Cyberspace] is a safe space in which to ex-
plore the forbidden and the taboo,’’ she 
writes. ‘‘It offers the possibility for genuine, 
unembarrassed conversations about accurate 
as well as fantasy images of sex.’’ 

That sounds easier than it probably is. 
Pornography is powerful stuff, and as long as 
there is demand for it, there will always be 
a supply. Better software tools may help 
check the worst abuses, but there will never 
be a switch that will cut it off entirely—not 
without destroying the unbridled expression 
that is the source of the Internet’s (and de-
mocracy’s) greatest strength. The hard 
truth, says John Perry Barlow, co-founder of 
the EFF and father of three young daugh-
ters, is that the burden ultimately falls 
where it always has: on the parents. ‘‘If you 
don’t want your children fixating on filth,’’ 
he says, ‘‘better step up to the tough task of 
raising them to find it as distasteful as you 
do yourself.’’ 

Mr. EXON addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Nebraska. 

Mr. EXON. Mr. President, I thank my 
friend and colleague from my neigh-
boring State of Iowa, whose usual good 
judgment has never been questioned by 
this individual. I thank him very much 
for addressing this matter. 

I, too, read the article that he ref-
erenced in Time magazine. I got in on 
just the end of his remarks. 

May I inquire of my friend from 
Iowa, did he have printed in the 
RECORD that portion of the Time maga-
zine article from this morning’s Time 
magazine? 

The PRESIDING OFFICER. The 
Chair will observe he did. 

Mr. EXON. I thank the Chair. 
If it was not referenced, I would ref-

erence the graphic picture on the front 
of Time magazine today, which I think 
puts into focus very distinctly and di-
rectly what my friend from Iowa and 
this Senator has been talking about for 
a long, long time. 

I would also reference for the RECORD 
and ask unanimous consent to have 
printed in the RECORD, interestingly 
enough, simultaneously a similar story 
along the same lines that appeared in 
this morning’s weekly edition of News-
week magazine. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

[From Newsweek, July 3, 1995] 
NO PLACE FOR KIDS? 

A PARENT’S GUIDE TO SEX ON THE NET 
(By Steven Levy) 

When the annals of cyberspace are 
uploaded for future generations, digital his-
torians will undoubtedly include a scene 
from the Senate chamber earlier this month: 
Nebraska Democrat James Exon brandishing 
a thin binder now known as the blue book. 
Inside were images snatched from the shad-
ows and thrust into the center of public dis-
course. Women bound and being burned by 
cigarettes. Pierced with swords. Having sex 
with a German shepherd. As Exon puts it, 
images that are ‘‘repulsive and far off base.’’ 
Images from the Net. 

Exon compiled his blue book to persuade 
his Senate colleagues to pass his Commu-
nications Decency Act. Partially moved by a 
private showing in the Senate cloakroom, 
they did so, overwhelmingly. It is not clear 
whether the act, which places strict limits 
on all speech in computer networks, will find 
its way into law, but its Senate passage was 
a transforming blow against the Internet 
empire. Even the most vehement of the 
Internet’s defenders now face a real problem: 
how to maintain free speech when well- 
chronicled excesses give the impression that 
much of cyberspace is a cesspool. 

Indeed, most of the dispatches from the 
electronic world these days seem to dwell on 
the dark side. The most prevalent type of 
anecdote involves someone like Susan 
Tilghman, a medical doctor in Fairfax, Va. 
Last fall she hooked the family computer to 
America Online (AOL). Her sons, 12 and 15 
years old, enjoyed it so much that she and 
her husband sought to find out why. Clicking 
on files their boys had read, the astonished 
parents found ‘‘pornographic pictures in full 
color,’’ says Tilghman, ‘‘We were horrified.’’ 
She pulled the modem plus immediately. 

Then there are the actual busts of online 
pornographic rings. Just as in the physical 
world, traffic in obscene material is illegal 
in cyberspace, and authorities are beginning 

to prosecute zealously. The most recent raid 
occurred last week in Cincinnati, targeting 
not only purveyors of porn but more than 100 
individuals who had allegedly downloaded 
pornographic images of children via AOL. 

Most disturbing of all are the tales of sex-
ual predators using the Internet and com-
mercial online services to spirit children 
away from their keyboards. Until now par-
ents have believed that no physical harm 
could possibly result when their progeny 
were huddled safely in the bedroom or den, 
tapping on the family computer. But then 
came news of cases like the 13-year-old Ken-
tucky girl found in Los Angeles after sup-
posedly being lured by a grown-up cyberpal. 

These reports have triggered a sort of pa-
rental panic about cyberspace. Parents are 
rightfully confused, faced with hard choices 
about whether to expose their children to 
the alleged benefits of cyberspace when car-
nal pitfalls lie ahead. As our culture moves 
unrelentingly toward the digital realm, some 
questions—and answers—are finally coming 
into focus. 

HOW MUCH SEX IS THERE IN CYBERSPACE? 
A lot. Brian Reid, director of the Network 

Systems Laboratory at Digital Equipment 
Corp., reports that one of the most popular 
of the thousands of Usenet discussion groups 
is the ‘‘alt.sex’’ group. He estimates that on 
a monthly basis between 180,000 and 500,000 
users drop in. A glance at some World Wide 
Web sites shows that while the digital home 
of the Smithsonian Institution took seven 
weeks to gather 1.9 million visits, or ‘‘hits,’’ 
Playboy’s electronic headquarters received 
4.7 million hits in a seven-day period last 
month. 

And this week the Georgetown Law Jour-
nal will release a survey headed by Marty 
Rimm, a 30-year-old researcher at Carnegie 
Mellon University. In his paper, ‘‘Marketing 
Pornography on the Information Super-
highway,’’ Rimm concentrated mostly on 
adults-only bulletin boards (the equivalent 
of X-rated bookshops). He provides solid evi-
dence that there’s loads of hard-core stuff in 
cyberspace. Rimm wrote a computer pro-
gram to analyze descriptions of 917,410 dirty 
pictures (he examined about 10,000 actual im-
ages, to check the realiability of the descrip-
tions). His conclusion: ‘‘I think there’s al-
most no question that we’re seeing an un-
precedented availability and demand of ma-
terial like sadomasochism, bestiality, vag-
inal and rectal fisting, eroticized 
urination . . . and pedophilia.’’ 

HOW EASY IS IT TO AVOID THE SEXUAL 
MATERIAL? 

Donna Rice Hughes (yes, that Donna Rice), 
spokesperson for an anti-pornography group 
called Enough is Enough!, claims that ‘‘chil-
dren are going online innocently and naively 
running across material that’s illegal even 
for adults.’’ But the way the Internet works, 
that sort of stuff doesn’t tend to pop up 
uninvited. ‘‘When you watch TV it comes 
right to you,’’ says Donna Hoffman, asso-
ciate professor of business at Vanderbilt Uni-
versity. ‘‘But on the Internet, you’re in an 
environment with 30 million channels. It’s 
up to you to decide where to go. You don’t 
have to download the images on 
alt.sex.binaries.’’ 

Groups with ‘‘binaries’’ are the picture 
files, the ones containing the most shocking 
images. To find them, one needs a good sense 
of digital direction. Depending on the soft-
ware you have, you may need a mastery of 
some codes in the notoriously arcane Unix 
computer language, or it can involve a few 
well-chosen clicks of the mouse. In any case, 
there’s no way you get that stuff by acci-
dent. 

Kids are very hungry to view sexual mate-
rials, and left to their own devices they will 
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find that the Internet provides them with an 
unprecedented bonanza. In predigital days, 
getting one’s hands on hot pictures required 
running an often impenetrable gantlet of 
drugstore clerks and newsstand operators, 
and finding really hardcore material was out 
of the question. Not so with the Net. Frank 
Moretti, associate headmaster of the Dalton 
School in New York City, which offers Inter-
net access beginning in junior high, thinks 
that we can deal with that. ‘‘There’s a candy 
store around the corner from our school that 
has just about every kind of pornographic 
image,’’ he says. ‘‘The challenge is to help 
our children use self-discipline.’’ 

IS THE INTERNET A HAVEN FOR PREDATORS? 
After years of online activity, ‘‘there have 

been about a dozen high-profile cases,’’ says 
Ernie Allen, president of the Arlington, Va.- 
based National Center for Missing and Ex-
ploited Children. ‘‘It’s not a huge number, 
but it does indicate that there are risks. But 
there are risks in everything a child does. 
Our concern is the nature of the technology. 
It creates a false sense of security.’’ 

What parents should warn kids about is the 
classic scenario described by Detective Bill 
Dworn, head of the Sexually Exploited Child 
Unit of the Los Angeles Police Department: 
‘‘The pervert can get on any bulletin board 
and chat with kids all night long. He lies 
about his age and makes friends. As soon as 
he can get a telephone number or address, 
he’s likely to look up the kid and molest him 
or her.’’ In real life, this hardly ever hap-
pens. Most online services have policies to 
monitor chat rooms, particularly those des-
ignated as ‘‘kids-only.’’ No guarantees, but 
not many kidnappers. 

And if the child is propositioned? ‘‘It hap-
pens, but it’s less upsetting if a child is pre-
pared for it,’’ says Sherry Turkle, an MIT 
professor whose coming book, ‘‘Life on the 
Screen,’’ includes data about the experiences 
of nearly 300 kids on the Net. ‘‘Better to 
warn the child and instruct him to say, ‘I’m 
not interested,’ and just leave.’’ 

All the publicity about predators has tar-
nished the image of chat rooms. But the talk 
areas may have value. ‘‘Kids are finding 
ways to experiment with self-presentation,’’ 
says Turkle. She’s talked with kids about 
‘‘Net sex,’’ where kids dabble in interactive 
erotica like this: 

I’m kissing you. 
You fondle my hair. 
I fondle your breast. 
Sometimes there is conscious gender-swap-

ping. Sometimes things go farther than the 
kids intended. Still, Turkle thinks that 
there may be benefits in this; after all, no 
one gets pregnant in cyberspace. ‘‘Adoles-
cence used to be a timeout, sexually speak-
ing,’’ she says. ‘‘But in the age of AIDS, sex-
ual experimentation is a deadly game. The 
Internet is becoming a way to play with 
identity, where adolescents can develop a 
sense of themselves.’’ 

CAN NEW LAWS SUCCESSFULLY ADDRESS THE 
PROBLEM? 

The Exon amendment is very broad. It 
could hamper communication between 
adults—the essence of online activity—and 
might not even solve the problems that kids 
face. ‘‘It would be a mistake to drive us, in 
a moment of hysteria, to a solution that is 
unconstitutional, would stultify technology, 
and wouldn’t even fulfill its mission,’’ argues 
* * * Berman, director of the Center for De-
mocracy and Technology. 

But Berman and others have a secret weap-
on: the House of Representatives. ‘‘There’s a 
generational difference between the House 
and Senate,’’ says Berman. ‘‘They under-
stand the technology and they’re not afraid 
of it.’’ The only question was whether this 
pro-technology impulse, along with a loath-

ing for government regulation, would lead 
Speaker Newt Gingrich and his minions to 
defy their allies in the religious right, whose 
‘‘Contract With the American Family’’ calls 
for ‘‘protecting children from exposure to 
pornography on the Internet.’’ 

The question was answered last Tuesday 
night when a caller on a cable-TV talk show 
asked Gingrich what he thought of Exon’s 
amendment. ‘‘I think it has no meaning and 
no real impact . . .,’’ the speaker said. ‘‘It is 
clearly a violation of free speech and it’s a 
violation of the rights of adults to commu-
nicate with each other.’’ 

But that was not the worst news for would- 
be monitors of cyberspace. Conservative Re-
publican Chris Cox of California has teamed 
with liberal Democrat Ron Wyden of Oregon 
to develop the grandiosely entitled Internet 
Freedom and Family Empowerment Act. Ba-
sically, the bill would forbid the federal gov-
ernment from creating any regulatory agen-
cy to govern the Internet, relying instead on 
a variety of means (not yet determined) to 
protect children. Cox hopes that such legisla-
tion will encourage a free-market solution to 
cybersex from . . . more new technology. 

CAN HIGH-TECH SOLUTIONS HELP? 
Ultimately, James Exon’s greatest con-

tribution to the protection of children may 
not be his legislation but the fear of it has 
created in Silicon Valley and its virtual en-
vironments. Already parents can buy some 
sophisticated software to block children’s 
access to questionable material. More is on 
the way; two weeks ago Microsoft, Netscape 
and the Progressive Networks joined to-
gether to develop new prophylactic devices. 
‘‘The Exon amendment certainly raised con-
sciousness,’’ says Mike Homer of Netscape. 
‘‘But we believe there is a variety of fairly 
straightforward tools that would allow us to 
self-regulate.’’ More than 100 companies have 
called, asking to help. Another, paragraph 
complementary, scheme in the works is 
KidCode, a means by which the addresses on 
the World Wide Web will have voluntary rat-
ings embedded. ‘‘Places that provide erotica 
on the Internet are wild about the idea of 
voluntary ratings,’’ says Nathaniel 
Borenstein, designer of KidCode. ‘‘They don’t 
want to sell to kids.’’ 

Meanwhile, one solution has already hit 
the market: SurfWatch, created by an 
eponymous Silicon Valley firm. Its software 
works by matching a potential Net destina-
tion to a proprietary list of forbidden sites. 
In addition, the $50 software package looks 
for objectionable language. Once parents or 
educators install it, they have at least one 
line of defense. ‘‘This is the kind of software 
that can offer the individual choice as op-
posed to censorship,’’ says SurfWatch vice 
president Jay Friendland. 

Last week a bogus press release circulated 
on the Net for a fictional product called Babe 
Watch that ‘‘looks exactly like SurfWatch 
but instead of blocking access, actually goes 
out and locates Web sites with good pictures 
of babes.’’ Undoubtedly a real-life version is 
in the works. ‘‘If you’re a 16-year-old A-qual-
ity hacker, you’ll be able to turn us off,’’ 
says Friendland. 

WILL THE PROBLEM EVER GO AWAY? 
The bottom line when it comes to kids, sex 

and the Internet is that no matter what laws 
we pass and what high-tech solutions we de-
vise, the three of them together will never be 
less volatile than the first two alone. We can 
mitigate but not eliminate the drawbacks of 
high tech; there’s no way to get its benefits 
without them. 

It’s a trade-off that Patricia Shao under-
stands. About six weeks ago, her 13-year-old 
daughter, visiting a friend, was in an online- 
service chat room when they were propo-
sitioned to have ‘‘cybersex.’’ Shao was 

shocked, and even more so when her daugh-
ter casually told her, ‘‘This is what happens 
when we’re online.’’ ‘‘They thought it was 
just a crackpot,’’ says Shao, a Bethesda, Md., 
marketing executive. Instead of pulling the 
cyberplug, however, Shao took pains to edu-
cate herself about online sex. She even en-
gaged in some political activism, signing on 
with a pro-Exon anti-pornography group. 
And ultimately, Shao’s family purchased its 
own America Online subscription after her 
daughter’s close encounter with a pixilated 
stranger. 

If there were more built-in programs like 
SurfWatch available to her, Shao ways, she’d 
probably use them. But in the meantime she 
is making do with the more old-fashioned 
method of talking to her kids—and trusting 
them. ‘‘I’ve warned my children about the 
obscene material out there, and I trust them 
not to access it.’’ As careful parents will do, 
she monitors the family online activity 
somewhat, by tracking the hours they are 
logged on. But as with other passages—going 
out alone, driving a car—ultimately, you 
have to let kids grow up. Even if some of the 
growing up happens online. 

Mr. EXON. The story Newsweek tells 
is not dissimilar. Alarming facts have 
been brought out into the open even 
further with the publication in these 
two national magazines. The Newsweek 
article is entitled ‘‘Sex Online: What 
Parents Should Know.’’ 

I very much appreciate having the 
time to take a look at the legislation 
the Senator from Iowa has introduced. 
I do not know how it is significantly 
different from the measure that was in-
troduced by Senator COATS and myself, 
known as the Decency Act, and ap-
proved on the Senate floor by a vote of 
86 to 14, if I remember it correctly. 

I simply say, this is an ongoing bat-
tle. If we have not done anything else, 
I hope all will recognize today at least 
Americans know that there is a real, 
real problem, primarily with regard to 
our children, our innocent children—at 
least as we like to think of them. 

It seems to me all of the profit-mak-
ing motives are now sizing the Internet 
to make money on, and I applaud the 
efforts of the Senator from Iowa and 
the legislation that he just indicated 
he intended to introduce with regard to 
crime taking over a more important 
part of the Internet. That happens 
wherever there is an exciting new de-
velopment. 

Once again, I emphasize this Senator 
has followed with keen interest the de-
velopment of the Internet. It so hap-
pens this Senator probably is one of 
the few Members of this body who was 
on the original Internet. The original 
Internet, the only thing like it, was the 
amateur radio network that I became 
involved as a very young lad, 16 or 17 
years old, growing up in Lake Andes, 
SD, and I communicated, dit-dit da-dit, 
with people all over the United States. 
Of course you had to have a license to 
be an amateur radio operator; you had 
to pass certain tests. I guess no one 
ever thought about that first Internet 
being used for the purposes that this 
Internet is being used. 

Nevertheless, as the senior member 
of the Armed Services Committee I was 
very much involved in the Internet de-
velopment. Some people wonder where 
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did the Internet come from? It came 
from and was borne by taxpayers’ dol-
lars, out of the national defense budg-
et. It spread far beyond that at this 
time, and I certainly say and empha-
size once again, I am a strong sup-
porter of the Internet, the information 
superhighway. But for a long, long 
time, beginning seriously a little over 
a year ago, I began to develop legisla-
tion that would hopefully make the in-
formation superhighway a safer high-
way for kids and families to travel. The 
legislation that was passed by the Sen-
ate on a 86 to 14 vote within the last 
week or so was a follow-on to a pro-
posal that I addressed and attached to 
the telecommunications bill out of the 
Commerce Committee last year. 

The concept of all of these has been 
to make a constructive suggestion, rec-
ognizing constitutional rights. Like 
that portion referred to by the Senator 
from Iowa, the measure crafted by my-
self and Senator COATS and our staffs, 
with the help of an awful lot of people, 
does provide protection, constitutional 
guarantees oftentimes supported by 
the courts in a whole series of areas in-
cluding the laws that we have always 
had regarding obscenity on the tele-
phone lines and also laws similarly 
against transportation of pornographic 
and obscene materials through the U.S. 
mail. Further, our law incorporates the 
protections under the first amendment 
that have been argued out and thor-
oughly discussed and held by the 
courts under the Dial-a-Porn statutes, 
which is another form of pornography. 

It is safe to say, the issue has been 
engaged. I think that is for the good. 
Once again, I cannot speak for my co-
sponsor, Senator COATS, or any cospon-
sor of the measure that passed the Sen-
ate, but this Senator simply says I am 
willing to listen to any improvements 
or changes that should be made in this 
bill. But I certainly am not going to 
stand by and see it watered down to the 
place where it is totally meaningless. 

Therefore, I say I think we have ac-
complished a great deal by clearly, for 
the first time, illuminating and bring-
ing this to the attention of parents of 
the United States of America. And par-
ents still are required, I suggest, to 
play a key role in how we develop this 
and how it is administered. But the 
parents, I think, cannot do it alone. 
Therefore, I hope we can continue to 
work together in a constructive fash-
ion and not listen to the voices that 
simply say, ‘‘I want what I want when 
I want it on the Internet and I don’t 
care what ill effect that might have on 
kids.’’ 

We have to continue to work to-
gether. I hope there is a way to solve 
this problem for the good of all. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from New Mexico. 
The Senator from New Mexico is ad-

vised we have 1 more minute remaining 
in morning business. 

Mr. BINGAMAN. Mr. President, I ask 
unanimous consent I be allowed to 

speak in morning business for up to 10 
minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

SCIENCE EDUCATION 

Mr. BINGAMAN. Mr. President, I 
want to speak for a few minutes here 
this morning to oppose cuts for science 
education that were made June 20, in 
the House Appropriations Committee, 
related to the Energy Department. 
Congress is engaged in an important 
process to reduce the Federal budget 
and I support that process. I recognize 
very difficult choices will have to be 
made. But I want to be sure, to the ex-
tent I can, that the process remains 
thoughtful and maintains our national 
commitment to improvement in edu-
cation and our national investment in 
education, at the same time that we 
proceed toward a balanced budget. Cuts 
being proposed for science education in 
the Department of Energy appropria-
tion do not meet that test of thought-
fulness and support for investment in 
education. 

In 1989, President Bush met with the 
50 Governors throughout this country 
in an education summit in Charlottes-
ville, VA. That was a historic occasion 
because for the first time the Gov-
ernors and the President met together 
to discuss that important issue of how 
to improve education in the country. 

In 1990, they published goals for this 
country, and one of those goals, which 
I believe was an extremely important 
goal for us to commit ourselves to, was 
the goal of making this country first in 
the world in math and science edu-
cation by the year 2000. This is the 
backdrop against which we need to 
judge what we are doing in this appro-
priations process here in the Congress 
in these weeks. 

I am told that the House appropria-
tions bill, that I referred to before, sig-
nificantly reduces the $160 million for 
science education embedded in various 
parts of the Department of Energy, and 
it eliminates altogether the funding for 
two line items which are focused en-
tirely on education. Those two line 
items are: 

First, the University and Science 
Education Program in the Department 
of Energy Office of Science Education 
and Technical Information. The House 
appropriations mark for this program 
has reduced the funding from the pro-
posed $55 million, which the President 
asked for in his budget, to absolutely 
zero. 

The second of these two line items is 
the Department of Energy Technology 
Transfer and Education Program for 
Department of Energy Office of De-
fense Programs. The House mark for 
this program was reduced from $249 
million in fiscal year 1996—that was 
the proposed level—to $15 million, in-
cluding a cut to zero funding for the $20 
million line item earmarked for 
science education at our three national 
weapons laboratories. 

Obviously, Mr. President, this is of 
concern to me because this directly af-
fects two of those national laboratories 
in my home State of New Mexico, 
Sandia and Los Alamos National Lab-
oratories. 

First, let me describe the impact of 
the elimination of the Science Edu-
cation and Technical Information Pro-
gram. This cut eliminates the central 
coordinating and evaluation mecha-
nism for all of the Department of En-
ergy education activities, which is the 
Office of Science Education and Tech-
nical Information. In eliminating this 
office, Congress would eliminate the 
administrative infrastructure for other 
Department of Energy science edu-
cation offices’ programs, the only De-
partment of Energy office in which 
education is not just an ancillary func-
tion. 

In addition, this cut would eliminate 
the laboratory cooperative science cen-
ters, which leverage the much larger 
investment in science and technology 
expertise residing in the Department of 
Energy Laboratory System. These cen-
ters connect thousands of students and 
teachers each year in high schools, col-
leges, and graduate programs with sci-
entists at our Department of Energy 
laboratories. The centers provide train-
ing and mentoring, and hands-on lab-
oratory experiences both at the labora-
tories themselves and at local public 
schools and universities. They provide 
internships, faculty research opportu-
nities, and professional development 
enhancements and lab-school partner-
ships. They also help support the De-
partment of Energy’s scientists’ par-
ticipation in a variety of State and 
local systemic education reform activi-
ties, such as the National Science 
Foundation’s State systemic reform 
initiatives. 

These cuts will weaken the pipeline 
of well-trained scientists supported by 
the 73 percent of programs funds that 
go to universities to train future engi-
neers, technicians, and scientists for 
current and future work force needs. 
They will eliminate Department of En-
ergy work to support and strengthen 
the caliber of science and math edu-
cation at the secondary and at the col-
lege levels, and the 1996 priorities for 
work force development, systemic edu-
cation reform, science literacy, evalua-
tion, and dissemination. 

Mr. President, the Department of En-
ergy education cuts will have a par-
ticularly damaging effect for those who 
benefit from the education activities of 
Sandia National Laboratory and Los 
Alamos National Laboratory in my 
home State of New Mexico. 

First, they will suffer education cuts 
as part of the centers that I just de-
scribed. Second, they will also suffer 
the loss of their part of the additional 
$20 million for education programs con-
centrated at Sandia, Los Alamos, and 
at Lawrence Livermore National Lab-
oratories, the Nation’s three weapons 
laboratories. 
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For Sandia National Laboratory, this 

would eliminate education outreach 
funding which in 1995 was $6 million 
from the Office of Defense Programs, 
$2.3 million from the Office of Science 
Education, and almost $2 million from 
other internal funds to reach a total of 
over $10 million. 

This will mean the loss of K through 
12 student enrichment programs, K 
through 12 teacher professional devel-
opment programs, college and univer-
sity programs, and programs for edu-
cational technology. 

For Los Alamos National Labora-
tory, it would eliminate educational 
outreach funding again for the 1995 fis-
cal year, which amounted to $6.3 mil-
lion from the Office of Defense Pro-
grams, $1.3 million from the Office of 
Science Education, $600,000 from other 
parts of the Office of Energy Research, 
for a total of about $8 million. 

This would mean the loss of nation-
ally recognized model science and 
math programs relied upon by the 
States that they serve for high-quality 
professional development for our 
teachers. 

Together, these cuts in the two pro-
grams will hurt science education in 
the country, and it will especially hurt 
science education in my home State of 
New Mexico. They will weaken the in-
frastructure support for science edu-
cation and work force preparation. 
These are the kinds of priorities that 
we need to protect. We need to reassert 
our commitment to reaching the edu-
cation goals that were established by 
President Bush and the Governors in 
1989. We should not undermine those 
goals by making these kinds of short-
sighted cuts. 

Mr. President, as we work to reach 
deficit reduction and to reach a bal-
anced budget, we need to make our pri-
orities clear. One of our priorities 
needs to be retaining funding for 
science and math education. I hope 
that when the Senate passes its appro-
priations bill, it will see to it that the 
funds for these programs are retained, 
and that we can prevail in conference 
with the House. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Oklahoma. 
Mr. INHOFE. Mr. President, I ask 

unanimous consent that I be allowed to 
proceed for 5 minutes as if in morning 
business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

THE BUDGET 
Mr. INHOFE. Mr. President, I want 

to take a moment or two to respond to 
something that was said earlier in 
morning business when the Senator 
from North Dakota gave his usual elo-
quent discourse on populism, and the 
fact that he used phrases that Repub-
licans have a philosophy where the rich 
are paid too little and the poor are paid 
too much. That was in reference to a 
budget that will eliminate the deficit 
by the year 2002. 

It is always difficult to stand on the 
floor and defend an effort to really do 
something about the deficit because 
those individuals who want to continue 
the social programs, who want to con-
tinue business as usual, will stand up 
and make it look as if those of us who 
are trying to be fiscally responsible, 
those of us who recognize that it is not 
any of us in this Chamber but future 
generations that are going to have to 
pay for all of this fun we are having 
right now, that somehow we are not 
acting responsibly. I think the elec-
tions of November 8, 1994, were very 
clear warning signals that we are going 
to change, we are not going to have 
business as usual in America. 

But the thing that disturbed me 
more than anything else that was said 
by the distinguished Senator from 
North Dakota [Mr. DORGAN], was the 
reference to a national defense system, 
national missile defense system, star 
wars. This is the first warning sign 
that I have heard in this cycle that we 
are going to have in fact opposition, 
people wanting to make it look like 
those of us who want to have a na-
tional missile defense system, some-
how we are looking up in the stars in a 
Buck Rogers kind of syndrome, that it 
is something that is very expensive and 
something we cannot have. 

I would like to suggest, Mr. Presi-
dent, that we have an opportunity to 
prepare now to defend ourselves 
against a future national missile at-
tack. It was not long ago that Jim 
Woolsey, who was the chief security 
adviser to the President of the United 
States, President Clinton, made the ob-
servation that our intelligence informs 
us that there are between 20 and 25 
countries that either have or are devel-
oping weapons of mass destruction—ei-
ther nuclear, chemical, or biological— 
and are developing the missile, the 
means of delivering those warheads. 

This is a very frightening thing, 
when we stop and realize that we in 
America do not have a missile defense 
system. Most people think we do have 
it somehow, but we do not. 

Many of us can remember what hap-
pened back in 1972 when the ABM Trea-
ty was agreed to, that back in 1972 it 
was a treaty predicated on the assump-
tion that there were two superpowers 
in the world, the Soviet Union and the 
United States. I suggest, Mr. President, 
that there are many of us who believe 
that the threat out there to the United 
States security could be greater now 
than it was back then because at least 
then we could identify who the enemy 
was. And now, as Jim Woolsey said, 
there is a proliferation, a number of 
countries that have this technology, 
and many countries that have already 
demonstrated they are not friends of 
United States are getting a missile sys-
tem to deliver warheads. 

So I believe that we must be very 
cautious and not use the normal popu-
lace, partisan patter that you hear 
around this Chamber so much when 
people start talking about star wars. It 

is not star wars. We have an ability— 
and we demonstrated that we are going 
to use the current Aegis system that 
we have a $50 billion investment in—to 
have a high-tier missile defense system 
that we will be desperately needing in 
the very near system. 

So I hope my colleagues will refrain 
from taking political advantage of the 
situation we are in by not saying ex-
actly what it is, and that is that there 
is a threat out there and the United 
States of America does not have a na-
tional missile defense system. 

I thank the Chair. I yield the floor. 

f 

50TH ANNIVERSARY OF THE 
UNITED NATIONS 

Mr. DOLE. Mr. President, today is 
the 50th anniversary of the signing of 
the U.N. Charter. Amid high hopes at 
the end of the Second World War in Eu-
rope, the United Nations Charter was 
signed in San Francisco. Fifty years 
later, the record of the United Nations 
is mixed, and the expectations of its 
founders have not been met. 

The United Nations has had some im-
portant accomplishments—on inter-
national air travel, eradicating small-
pox, and sharing information about 
global concerns ranging from weather 
to health. But the United Nations at 50 
is an organization at a crossroads—if 
the United Nations is to survive an-
other 50 years, there must be funda-
mental change. if the United Nations is 
to be more than a debating society 
with 185 members, there must be funda-
mental change. And if the United Na-
tions is ever to fulfill the hopes of its 
founders, there must be fundamental 
change. 

Much was written this last weekend 
about the past and future of the United 
Nations. In my view, the best single 
piece was by Senator NANCY KASSE-
BAUM and Congressman LEE HAM-
ILTON—one a Republican and the other 
a Democrat, I might add. On each of 
the key issues facing the United Na-
tions, they made important points. 

On peacekeeping, they conclude the 
United Nations has overreached. Much 
criticism of the United Nations in the 
last 5 years has centered on the fail-
ures of U.N. peacekeeping. The tragic 
record of Somalia and Bosnia make one 
fact very clear—the United Nations is 
not capable of mounting serious mili-
tary operations. Nor should it be. Mon-
itoring an agreement between two or 
more parties is one thing the United 
Nations can do. Imposing an agreement 
is something it cannot. The United Na-
tions should be limited to peace-
keeping, not peace enforcing. 

Senator KASSEBAUM and Congress-
man HAMILTON also suggested the 
United Nations focus on key agencies 
and functions—such as the Inter-
national Atomic Energy Agency—and 
quit wasting time and money on the 
dozens of agencies which no longer 
serve a useful purpose—if they ever did. 
In my view 
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the United States should push to abol-
ish wasteful organizations—and with-
draw if we are unsuccessful. Examples 
of unnecessary or duplicative bureauc-
racies include the International Labor 
Organization, the United Nations In-
dustrial Development Organization, 
the U.N. Conference on Trade and De-
velopment, and many more. 

The Kassebaum-Hamilton article 
suggests an end to U.N.-hosted con-
ferences which cost millions and ac-
complish very little. 

Finally, and most importantly, Sen-
ator KASSEBAUM and Congressman 
HAMILTON focus on the importance of 
accountability at the United Nations. 
Last year, Congress tried to move the 
United Nations toward an inspector 
general. Progress has not been suffi-
cient. An individual was appointed, but 
with limited powers, and under the au-
thority of the U.N. Secretary General. 
I expect Congress to revisit the issue 
this year. Much more needs to be done: 
Promotions based on merit, real inves-
tigations of U.N. waste, shutting down 
bloated bureaucracies. Reforming the 
United Nations is a tall order—but the 
alternative is to give up on an organi-
zation that could still live up to the 
ideas of some of its founders. 

Mr. President, the United Nations 
can be an important tool to advance 
American interests—as long as Amer-
ica leads the way. The answer to the 
problems of the United Nations is not 
getting the United States out of the 
United Nations, it is getting common 
sense into the United Nations. 

There are two very different U.S. ap-
proaches toward the United Nations— 
one pursued by the Bush administra-
tion and one pursued by the Clinton ad-
ministration. In 1990–91, the United Na-
tions gave valuable support for Amer-
ican and allied efforts to liberate Ku-
wait. But 2 years later in Somalia, the 
United Nations changed the mission 
and began a vendetta against one So-
mali faction. Many brave Americans 
died in the ensuing disaster. Nation 
building was complete failure, and the 
United Nations finally left Somalia lit-
tle better than when the humanitarian 
mission began. 

The lesson is clear—if the United 
States is not in the drivers’ seat at the 
United Nations, the United Nations 
will take us for a ride. If the United 
Nations is to realize its potential—and 
if American support for the United Na-
tions is to continue—real reforms must 
begin now. No more window dressing 
but real reform to build a foundation 
for future U.S. support for the United 
Nations. I expect the Congress will con-
tinue to lead the way to reform as it 
has before. And I expect to work with 
Senator KASSEBAUM, Congressman 
HAMILTON, and other interested col-
leagues in this 50th anniversary year. I 
ask unanimous consent that their arti-
cle be printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

[From the Washington Post, June 25, 1995] 
FIX THE U.N. 

(By Nancy Landon Kassebaum and Lee 
Hamilton) 

As we celebrate the 50th anniversary of the 
United Nations Charter this month, it is 
time to ask what we want the United Na-
tions to be and what we realistically can ex-
pect it to do. These hard questions are nei-
ther academic nor abstract. Our answers will 
determine whether the United Nations can 
be an effective international forum or is 
merely a debating society destined for irrele-
vance. 

To mark this golden anniversary, we be-
lieve the United States must lead a bold and 
broad effort to reinvent the United Nations 
and give it new life. While it may be an in-
dispensable institution, the United Nations 
today is a terrible mess. We need a decisive 
change of course that produces a smaller, 
more focused, more efficient United Nations 
with clearly defined missions. 

For America, the U.N. is not a charity but 
an important tool for advancing our vital na-
tional interests abroad. Our foreign policy 
requires an effective United Nations, just as 
we need a powerful military, vigorous diplo-
macy, solid alliances, prudent foreign aid 
and healthy international financial institu-
tions. Taking away these tools one by one, or 
sharply restricting their use, will inevitably 
diminish our ability to build coalitions and 
construct the sort of strong policy that 
Americans expect. 

If the United States abdicates leadership 
at the United Nations, we will weaken our 
ability to pursue our vital national interests 
around the world. To allow the U.N. to con-
tinue drifting would be to squander, in large 
part, the opportunity that now exists for cre-
ating a more stable, peaceful and prosperous 
world in the 21st century. 

Clearly, the U.N. has fallen short of its po-
tential. During the Cold War, superpower ri-
valry paralyzed the Security Council and 
marginalized the General Assembly. With its 
central organs in deadlock, the U.N. shifted 
resources to secondary activities staffed by a 
bloated bureaucracy more intent on advanc-
ing its own goals than the cause of world 
peace. Today, lines of authority are con-
fused, blurred and duplicated. Basic missions 
and activities have ballooned into plodding 
exercises that produce mountains of paper 
and little, if any, real results. 

Despite this harsh assessment, we consider 
ourselves friends of the United Nations. The 
U.N. detractors are far less generous or for-
giving, and they are prepared to draw the 
purse strings to a close. If we fail to meet 
this urgent need for bold reform, we will wit-
ness the slow death of the one institution 
that can direct both the international com-
munity’s attention and its resources toward 
the common problems before us and can pro-
vide the moral and legal authority to build 
coalitions that serve our common interests. 

One way or another, change will come. 
Congress is prepared to compel changes in 
the U.S. role at the United Nations by con-
tinuing the piecemeal approach to U.N. re-
form that we have employed for many years. 
We believe, however, that the time has come 
for a comprehensive reorganization. Legisla-
tion now before Congress would call upon the 
President to develop a plan for the ‘‘stra-
tegic reorganization’’ of the United Nations. 
We hope the president will join with us to 
seize this opportunity. Reforming the United 
Nations is too important and too complex a 
job for Congress to undertake alone with 
only the blunt instruments at its disposal. 

We propose several areas on which to con-
centrate reform: 

FOCUS ON CORE AGENCIES 
Today the United Nations has more than 70 

agencies under its umbrella. They range 

from the high-profile International Atomic 
Energy (IAEA) to the obscure U.N. Research 
Institute for Social Development (UNRISD). 
At a time when we are eliminating low-pri-
ority programs from our own foreign policy 
institutions, we need to take similar bold 
steps at the United Nations. 

We must focus resources and energy on a 
handful of core agencies that are most im-
portant and best reflect the range of pur-
poses of the U.N. system. These core agen-
cies would be an integral part of that system 
and would report directly to the secretary 
general. Three agencies that already serve 
core purposes of the U.N. system should be 
strengthened: the IAEA to combat the threat 
of weapons of mass destruction, the World 
Health Organization to deal with all impor-
tant trans-national health issues and the 
High Commission for Refugees, which ought 
to be empowered to deal with all refugee and 
humanitarian relief issues. 

The United States should finance only core 
agencies rather than the long list of U.N. or-
ganizations that now find their way into ap-
propriations bills. Other agencies should be 
abolished, merged or financed at the discre-
tion of one of the core agencies. This pre-
scription is dramatic, but we believe that 
only triage can save the institution as a 
whole. 

PEACEKEEPING 
Expectations for U.N. peacekeeping have 

grown far beyond what is rational, and there 
has been a corresponding rise in ambiguity 
about peacekeeping’s nature and capabili-
ties. Peacekeeping is diplomacy with light 
arms. It is not designed to fight wars. We be-
lieve that recent failures show that ‘‘peace- 
enforcement’’ should be struck from the 
U.N.’s vocabulary and that future peace-
keeping should be limited to classic oper-
ations in which ‘‘Blue Helmets’’ stand be-
tween suspicious parties only after diplo-
macy has secured a peace to be kept. 

Peacekeeping is successful when it re-
spects these limitations, as it did in Na-
mibia, Cambodia, Mozambique and El Sal-
vador. Situations that require more robust 
military action are better handled directly 
by the member states, as we learned in the 
effective response to Iraq’s invasion of Ku-
wait. 

CONFERENCES 
We fear that the United Nations is in peril 

of becoming little more than a road show 
traveling from conference to conference. If 
an issue is serious, a conference will not 
solve it; if it is not serious, a conference is a 
waste of time. 

The number and cost of U.N. conferences 
have exploded—the recent ‘‘social summit’’ 
in Copenhagen may have cost $60 million— 
and they often focus on subjects usually re-
served for domestic politics. Conferences are 
seen by many as a cheap way to placate nar-
row but vocal constituencies. But the truth 
is they carry a steep price. The domestic 
backlash against conference-produced agree-
ments has been strong, not because Ameri-
cans oppose their noble purposes but because 
people doubt that international agreements 
are the best means for securing them. The 
price is paid in diminished public and con-
gressional support for the U.N. system as a 
whole and in the diversion of scarce funds 
from more pressing needs. 

We propose ending U.N.-sponsored con-
ferences. To the extent countries deem a spe-
cific international conference essential, it 
should be organized and financed on an ad 
hoc basis, outside the U.N. system, with user 
fees paid by countries that choose to partici-
pate. 

ACCOUNTABILITY 
Today, the United Nations is accountable 

to no one. Despite thousands of pages of 
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budget documents produced each year, we 
don’t know how many employees it has, how 
funds are spent or which programs work. 
After a decade of ‘‘no real budget growth,’’ 
the budget has almost doubled. Sexual har-
assment, mismanagement, and cronyism are 
all too common at the U.N. Those engaged in 
such practices are not punished, but those 
who report them are. 

Congress tried to address these problems 
by mandating the establishment of an in-
spector general at the United Nations. To 
date, this office has been a disappointment. 
We are prepared to take strong measures, in-
cluding withholding funds, until this office is 
strengthened and functions properly. The 
U.N. must be accountable to the nations that 
pay its bills. 

We also believe the time has come to inject 
more accountability into the Secretariat by 
reforming the process by which the secretary 
general is selected. Unlike a head of state, 
the secretary general is a chief administra-
tive officer—not a chief executive. Skills and 
administrative ability, not nationality or po-
litical connections, should be the decisive 
qualifications for the secretary general. It is 
important that the selection process become 
more open and transparent. 

We offer these proposals to kick off a de-
bate that must occur soon. The United Na-
tions as it exists today is not sustainable. 
The Cold War excuses for inaction are gone. 
If the United Nations does not begin to fulfill 
its true potential, it will be left to suffocate 
in endless debates over meaningless issues or 
will become a side show in the realm of 
international politics. The danger of irrele-
vance is imminent. 

The preamble to the charter sets forth bold 
objectives To ‘‘save succeeding generations 
from the scourge of war . . . to reaffirm faith 
in fundamental human rights . . . to estab-
lish conditions under which justice . . . can 
be maintained, and . . . to promote social 
progress and better standards of life in large 
freedom.’’ These purposes remain as impor-
tant today as they were half a century ago. 
The task for our generation is to ensure that 
the machinery of the United Nations works. 
Today it does not. 

f 

ADMINISTRATION VETO THREAT 
ON REGULATORY REFORM 

Mr. DOLE. Mr. President, as I stated 
on the floor last Thursday, I and other 
Senators, particularly Senators JOHN-
STON and HEFLIN, have been working to 
craft a bipartisan regulatory reform 
bill that we can take up tomorrow. 
Senator JOHNSTON and I placed a dis-
cussion draft in the RECORD that incor-
porated many of the ideas included in 
various bills. We then worked through 
last weekend, and are still working, on 
final text that takes into acccount 
comments and suggestions by Demo-
crat and Republican Senators to im-
prove the bill. I understand that at 6 
o’clock today a group of us will meet 
with Senator DASCHLE, the Democratic 
leader, to see if we can make further 
improvements. 

So I must say I was surprised and dis-
mayed, in the middle of these 
negoatiations, to receive a letter last 
Friday night from the OMB Adminis-
trator for Regulatory Affairs threat-
ening a veto of any bill that closely fol-
lowed the discussion draft. Let me 
point out this was just a discussion 
draft. 

The timing of this veto threat is not 
helpful, nor I suspect was it intended 
to be. For one thing, the letter relied 
on generalizations so bland as to be 
meaningless. But it also continued a 
pattern of distortions of the regulatory 
reform bill which call for a response. 

Among the list of complaints in this 
letter was a description of the bill as 
containing a ‘‘supermandate,’’ that is, 
a requirement to consider costs that 
would override other statutory goals 
such as promoting health and safety 
and protecting the environment. One 
can debate the merits of a superman-
date, but it is irrelevant to this bill. 
The text of the bill makes clear that it 
is intended to ‘‘supplement, and not su-
persede’’ other laws. This type of staff 
work does not serve the President well. 

But it is not the first time that 
President Clinton’s rhetorical embrace 
of regulatory reform has been under-
mined by his own handpicked officials 
publicly attacking any meaningful at-
tempt to enact such reforms. One ex-
ample stands out because it is an ex-
ample both of the distortions at play in 
this debate and, ironically, of the value 
of the reforms we propose. 

At various times, the present Admin-
istrator of EPA has stated that cost- 
benefit analysis requirements would 
have prevented a rule getting lead out 
of gasoline and consigning a generation 
to lead poisoning. This is false. 

In fact, EPA refused to do a cost-ben-
efit analysis initially in 1982 when a 
rule on lead phaseout was being consid-
ered. However, after a cost-benefit 
analysis was performed that showed 
the social benefits outweighed the 
costs of a quick phaseout of lead, EPA 
issued a new rule in 1984 providing for 
a quick phaseout of lead. That rule also 
introduced a new concept—market- 
based mechanisms—that allowed trad-
ing in lead permits that sped up the 
phaseout of lead and reduced the eco-
nomic costs of the regulation. 

So, not only has the Administrator 
gotten her facts wrong, she chose the 
wrong example. Getting lead out of 
gasoline occurred precisely because a 
cost-benefit analysis supported doing 
so. And that analysis helped produce a 
regulation to achieve that goal 
through market-based mechanisms 
that reduced the economic impact. 

Both cost-benefit analysis and mar-
ket-based mechanisms are at the heart 
of the reforms we propose. We should 
have a debate on these important 
issues, but that debate will not be 
furthered if President Clinton con-
tinues to duck the issue and allow his 
officials to muddy the debate with ar-
guments that have nothing to do with 
the bill the Senate will actually con-
sider. 

I want to point out again, we are 
working, I think, in good faith, Mem-
bers of both sides of the aisle, Demo-
crats and Republicans, to see if we can 
put together a good regulatory reform 
bill; and hopefully one that will be 
signed by the President. 

A PRESIDIO TRUST 

Mr. DOLE. Mr. President, today I am 
pleased to cosponsor S. 594, legislation 
which provides for the administration 
of the Presidio in California. I have dis-
cussed this legislation with my col-
leagues, Senator CAMPBELL and Sen-
ator FEINSTEIN, and feel that this legis-
lation allows for the national recogni-
tion of the Presidio while also taking 
into account concerns about the grow-
ing demand for Federal funding for Na-
tional Park Services. Through this in-
novative approach to managing one of 
our Nation’s finest landmarks, we can 
ensure the preservation of the Presidio 
while also providing significant oppor-
tunities to the local community. 

The unique history of the Presidio’s 
operation as a military post dates back 
to 1776. Its designation as a national 
historic landmark in 1962 recognized 
the importance of the post in many 
military operations. After the Army 
closed the post, the National Park 
Service took over the Presidio. When 
comparing our limited resources 
against the increasing number of na-
tional parks and historic sites which 
have become the responsibility of the 
Federal Government, it becomes appar-
ent that we must find new ways to 
manage and preserve such important 
resources. 

This legislation proposes a Presidio 
trust, ensuring the continued preserva-
tion of the post with assistance from 
the local community. This trust, estab-
lished within the Department of the In-
terior, would manage the renovation 
and leasing of specific Presidio prop-
erties. The revenues generated from 
these leases would then offset the cost 
of maintaining the Presidio as a na-
tional park, reducing the need for Fed-
eral funding. In my view, this legisla-
tion represents the best approach to 
ensure the efficient management and 
preservation of the Presidio at the 
least cost to the taxpayer. The impor-
tance of public sector participation in 
this effort to maintain the Presidio 
sets this initiative apart from others, 
and I am pleased to support it. 

f 

CHIEF JUSTICE OF THE SUPREME 
COURT WARREN BURGER 

Mr. GRAMS. Mr. President, I rise to 
pay tribute to a great Minnesotan— 
former Chief Justice of the U.S. Su-
preme Court Warren Burger, who 
passed away yesterday. 

Warren Burger was a native of St. 
Paul, MN. 

He got is first taste of law taking 
night classes at the University of Min-
nesota while working during the day 
selling insurance. Warren Burger later 
received his law degree from the old St. 
Paul College of Law. 

In his early career, he never gave 
much thought to pursuing a career on 
the bench, one time telling friends, ‘‘I 
never had a passion to be a judge.’’ 

But he accepted the challenge when, 
as an assistant attorney general in the 
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Justice Department, President Eisen-
hower offered him a seat on the U.S. 
Circuit Court of Appeals for the Dis-
trict of Columbia. 

Thirteen years later, President Nixon 
elevated him to the High Court. 

As Chief Justice for 17 years, Warren 
Burger lead the Court through a tu-
multuous period in American history— 
first Vietnam, and later Watergate. 

The Burger Court could be tough, and 
the Chief Justice’s own law and order 
reputation was well deserved, but War-
ren Burger’s judicial opinions were fair 
and often reflected his conservative 
Midwestern upbringing. 

Fortunately, his legacy did not end 
with his retirement from the bench in 
1986. Warren Burger continued his cru-
sade to educate the public about the 
Constitution and the courts. And he 
never forgot his Minnesota roots. 

Returning home often, he would stop 
by his alma mater, now called the Wil-
liam Mitchell College of Law, to share 
his years of knowledge and experience 
with the students and judges of tomor-
row. 

Mr. President, the Nation has lost a 
great leader, and Minnesota has lost a 
great friend. I join my colleagues in ex-
pressing our deepest sympathies to the 
family of Chief Justice Warren Burger. 

f 

STATEMENT OF PRESIDENT LEE 
TENG-HUI OF TAIWAN 

Mr. DASCHLE. Mr. President, during 
a recent visit to Cornell University, 
the President of the Republic of China 
on Taiwan, Lee Teng-hui, recently out-
lined his views about democracy. In his 
speech, President Lee underscores a 
number of reasons for the close ties be-
tween the American people and the 
people of Taiwan. I commend the full 
text of President Lee’s remarks to my 
colleagues’ attention and ask unani-
mous consent that it be printed in the 
RECORD at this point. 

There being no objection, the re-
marks were ordered to be printed in 
the RECORD, as follows: 

ALWAYS IN MY HEART 

(By Dr. Lee Teng-hui) 

It is a great honor for me to be invited to 
deliver the Olin lecture at my alma mater, 
Cornell University. It has been a long and 
challenging journey, with many bumps in 
the road, yet my wife and I are indeed very 
happy to return to this beloved campus. 

This trip has allowed both of us to relive 
our dearest Cornell experiences. The long, 
exhausting evenings in the libraries, the 
soothing and reflective hours at church, the 
hurried shuttling between classrooms, the 
evening strolls, hand in hand—so many 
memories of the past have come to mind, 
filling my heart with joy and gratitude. 

I want to thank you, President Rhodes, for 
your hospitality and for your unflagging sup-
port of my visit here to my alma mater. 

I thank you, my fellow alumni, for your 
understanding and support as I undertake 
this important sentimental journey. 

I thank the many, many friends in the 
United States who have been so supportive of 
my visit to your great country again. 

And I also want to thank the people of this 
academic community, my professors and 

classmates, for the deep and lasting influ-
ence that Cornell University has had on my 
life. The support each of you has given 
means a great deal to me. 

I deem this invitation to attend the re-
union at Cornell not only a personal honor, 
but, more significantly, an honor for the 21 
million people in the Republic of China on 
Taiwan. In fact, this invitation constitutes 
recognition of their remarkable achieve-
ments in developing their nation over the 
past several decades. And it is the people of 
my nation that I most want to talk about on 
this occasion. 

LISTENING TO THE PEOPLE 
My years at Cornell from 1965 to 1968 made 

an indelible impression on me. This was a 
time of social turbulence in the United 
States, with the civil rights movement and 
the Vietnam War protest. Yet, despite that 
turbulence, the American democratic system 
prevailed. It was also the time I first recog-
nized that full democracy could engender ul-
timately peaceful change, and that lack of 
democracy must be confronted with demo-
cratic methods, and lack of freedom must be 
confronted by the idea of freedom before it 
would be possible to hasten the day of gen-
uine democracy and freedom. I returned to 
my homeland determined to make my con-
tribution toward achieving full democracy 
for our society. 

Ever since I became president of the Re-
public of China in 1988, I have sought to as-
certain just what the people of my country 
want and to be always guided by their wish-
es. Ancient China’s Book of History from 
over 2000 years ago, contains the phrase, 
‘‘Whatever the People desire, the realm must 
follow.’’ My criterion for serving as president 
is that I do it with the people in my heart. 
And it is obvious to me that most of all they 
want democracy and development. Democ-
racy entails respect for individual freedom, 
social justice, and a sense of directly partici-
pating in the destiny of their nation. Eco-
nomic development goes beyond attaining 
prosperity, it also involves equitable dis-
tribution of wealth. 

Today we are entering a new post-Cold War 
era, where the world is full of many uncer-
tainties. Communism is dead or dying, and 
the peoples of many nations are anxious to 
try new methods of governing their societies 
that will better meet the basic needs that 
every human has. There are many pitfalls in 
this search for a new rationale, and Man 
must strive to make the right choices with 
all the wisdom and diligence he can com-
mand. 

Czech President Vaclav Havel said, ‘‘The 
salvation of this human world lies nowhere 
else but in the human heart.’’ In my heart, I 
believe that the Taiwan Experience has 
something unique to offer the world in this 
search for a new direction. This is not to say 
that our experience can be transplanted en-
tirely to fit the situation faced by other na-
tions, but I believe that, without a doubt, 
there are certain aspects of this experience 
that offer new hope for the new age. 

THE TAIWAN EXPERIENCE 
By the term Taiwan Experience I mean 

what the people of Taiwan have accumulated 
in recent years through successful political 
reform and economic development. This ex-
perience has already gained widespread rec-
ognition by international society and is 
being taken by many developing nations as a 
model to emulate. Essentially, the Taiwan 
Experience constitutes the economic, polit-
ical and social transformation of my nation 
over the years, a transformation which I be-
lieve has profound implications for the fu-
ture development of the Asia-Pacific region 
and world peace. 

It is worth remembering what we in the 
Republic of China on Taiwan have had to 

work with in achieving all that we now have: 
a land area of only 14,000 square miles 
(slightly less than 1/3 the area of New York 
State) and a population of 21 million. My 
country’s natural resources are meager and 
its population density is high. However, its 
international trade totaled US$180 billion in 
1994 and its per capita income stands at 
US$12,000. Its foreign exchange reserves now 
exceed US$99 billion, more than those of any 
other nation in the world except Japan. 

The Taiwan Experience bases peaceful po-
litical change on a foundation of stable and 
continuous economic development. Taiwan, 
under Presidents Chiang Kai-shek and 
Chiang Ching-kuo, experienced phenomenal 
economic growth. Currently, aside from eco-
nomic development, Taiwan has been under-
going a peaceful political transformation to 
full democracy. 

For many developing nations, the process 
of moving to a democratic system has been 
marked by a coup d’etat, or by the kind of 
‘‘political decay’’ suggested by Professor 
Samuel P. Huntington. In sort, it is not un-
usual for such a process of transformation to 
be accompanied by violence and chaos. How-
ever, the case of Republic of China on Tai-
wan is a notable exception. Non-existent is 
the vicious cycle of expansive political par-
ticipation, class confrontation, military 
coup and political suppression, which have 
occurred in many developing countries. The 
process of reform in Taiwan is remarkably 
peaceful indeed, and as such is virtually 
unique. In addition to the ‘‘economic mir-
acle,’’ we have wrought a ‘‘political mir-
acle,’’ so to speak. 

The Taiwan Experience has regional and 
international dimensions as well. In 1994, the 
indirect trade between Taiwan and mainland 
China reached US$9.8 billion. Taiwan’s indi-
rect investment in southern mainland China, 
made through Hong Kong, amounted to near-
ly US$4 billion, according to estimates from 
various quarters. Taiwan’s trade and invest-
ment have also been extended to members of 
the Association of Southeast Asian Nations, 
Vietnam, Russia, and countries in Central 
America and Africa. 

Although the Republic of China on Taiwan 
has been excluded from the United Nations, 
it has accelerated the formation of an inter-
national network with economic ties as the 
key link. Recently, it has even begun to 
launch a project to build Taiwan into an 
Asian-Pacific Regional Operations Center, 
aiming at further liberalization and 
globalization of our economy. 

I never allow myself to ever forget for a 
moment that Taiwan’s achievements have 
been realized only through the painstaking 
effort and immense political wisdom of the 
people. However, success comes from dif-
ficulty, and the fruits of the Taiwan Experi-
ence are all the sweeter today from a rec-
ognition of the arduousness of the process. 

POPULAR SOVEREIGNTY 
We in the Republic of China on Taiwan 

have found that peaceful transformation 
must take place gradually, and with careful 
planning. Five years ago, on my inaugura-
tion day. I pledged to initiate constitutional 
reform in the shortest possible period of 
time. My goal was to provide the Chinese na-
tion with a legal framework that is in accord 
with the times, and to establish a com-
prehensive model for democracy. These goals 
have since been realized with the support of 
the people. 

Our constitutional reform was conducted 
in two stages. First, all the senior parlia-
mentarians last elected in 1948 were retired. 
Then, in the second stage, comprehensive 
elections for the National Assembly and the 
Legislature were held in 1991 and 1992 respec-
tively. This enabled our representative 
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organs at the central government level to 
better represent the people. 

Last year, the governor of Taiwan prov-
ince, and the mayors of Taipei and 
Kaohsiung, the two largest cities in Taiwan 
which used to be directly administered by 
the central government as special munici-
palities, were directly elected by the people 
for the first time. Next spring, the president 
and vice president of the Republic will also 
be directly elected by the people for the first 
time. 

With the completion of constitutional re-
form, we have established a multiparty sys-
tem and have realized the ideal of popular 
sovereignty. This has led to full respect for 
individual freedom, ushering in the most free 
and liberal era in Chinese history. I must re-
iterate that this remarkable achievement is 
the result of the concerted efforts of the 21 
million people in the Taiwan area. 

Today, the institutions of democracy are 
in place in the Republic of China: human 
rights are respected and protected to a very 
high degree. Democracy is thriving in my 
country. No speech or act allowed by law 
will be subject to any restriction or inter-
ference. Different and opposing views are 
heard every day in the news media, including 
harsh criticism of the President. The free-
dom of speech enjoyed by our people is in no 
way different from that enjoyed by people in 
the United States. 

I believe that the precept of democracy and 
the benchmark of human rights should never 
vary anywhere in the world, regardless of 
race or region. In fact, the Confucian belief 
that only the ruler who provides for the 
needs of his people is given the mandate to 
rule is consistent with the modern concept of 
democracy. This is also the basis for my phi-
losophy of respect for individual free will 
and popular sovereignty. 

Thus, the needs and wishes of my people 
have been my guiding light every step of the 
way. I only hope that the leaders in the 
mainland are able one day to be similarly 
guided, since then our achievements in Tai-
wan can most certainly help the process of 
economic liberalization and the cause of de-
mocracy in mainland China. 

I have repeatedly called on the mainland 
authorities to end ideological confrontation 
and to open up a new era of peaceful com-
petition across the Taiwan Straits and reuni-
fication. Only by following a ‘‘win-win’’ 
strategy will the best interests of all the 
Chinese people be served. We believe that 
mutual respect will gradually lead to the 
peaceful reunification of China under a sys-
tem of democracy, freedom and equitable 
distribution of wealth. 

To demonstrate our sincerity and goodwill. 
I have already indicated on other occasions 
that I would welcome an opportunity for 
leaders from the mainland to meet their 
counterparts from Taiwan during the occa-
sion of some international event, and I would 
note even rule out the possibility of a meet-
ing between Mr. Jiang Zemin and myself. 

YEARNING TO PLAY A POSITIVE ROLE 
When a president carefully listens to his 

people, the hardest things to bear are the 
unfulfilled yearnings he hears. Taiwan has 
peacefully transformed itself into a democ-
racy. At the same time, its international 
economic activities have exerted a signifi-
cant influence on its relations with nations 
with which it has no diplomatic ties. These 
are no minor accomplishments for any na-
tion, yet, the Republic of China on Taiwan 
does not enjoy the diplomatic recognition 
that is due from the international commu-
nity. This has caused many to underestimate 
the international dimension of the Taiwan 
Experience. 

Frankly, our people are not happy with the 
status accorded our nation by the inter-

national community. We believe that inter-
national relations should not be solely seen 
in terms of formal operations regulated by 
international law and international organi-
zations. We say so because there also are 
semi-official and unofficial rules that bind 
the international activities of nations. This 
being so, we submit that a nation’s sub-
stantive contribution to the international 
community has to be appreciated in light of 
such non-official activities as well. 

During last year’s commencement, Presi-
dent Rhodes brought up the old saying, ‘‘Be 
realistic. Demand the Impossible!’’ Well, 
over the last four decades, we have been ex-
tremely realistic while always trying to look 
forward, not backward, and to work, not 
complain. Accordingly, we have created the 
very fact of our existence and economic pros-
perity. We sincerely hope that all nations 
can treat us fairly and reasonably, and not 
overlook the significance, value and func-
tions we represent. 

Some say that it is impossible for us to 
break out of the diplomatic isolation we 
face, but we will do our utmost to ‘‘demand 
the impossible.’’ Ultimately, I know that the 
world will come to realize that the Republic 
of China on Taiwan is a friendly and capable 
partner for progress! 

If we view the recent economic, political 
and social developments in the ROC in this 
light, we have a basis for defining the status 
of my country in the post-Cold War and post 
Communist era. Only in this way can we pro-
pose a new direction for the new world order 
as we enter the 21st century. 

CLOSE TRADITIONAL TIES 
I want to once again express how grateful 

I am to be with you. My gratitude extends 
not only to Cornell but also to the United 
States as a whole. When we look back in his-
tory, we can immediately realize how close 
the traditional ties between our two coun-
tries are. Indeed, our shared ideals for 
human dignity, and peace with justice have 
united our two peoples in the closest of 
bonds. 

The United States was extremely helpful 
in the early stages of Taiwan’s economic de-
velopment. We have never forgotten Amer-
ica’s helping hand in our hour of adversity, 
so your nation occupies a special place in our 
hearts. Today, as the 6th largest trading 
partner of the United States, the Republic of 
China imports and exports US $42.4 billion 
worth of goods through our bilateral trade. 
We also are the number two buyer of US 
treasury notes. About thirty-eight thousand 
students from Taiwan are studying in the 
United States. Students who have returned 
have made important contributions to our 
society. 

The Republic of China’s development has 
been partly influenced by the experiences of 
its people while studying abroad. I gained 
substantial know-how in the mechanics of 
national growth and development from the 
faculty and students I worked with here in 
America at both schools where I studied. I 
had the chance to see democracy at its best 
in the United States, and to observe its 
shortcomings as well. We in Taiwan believe 
that we have much to learn from an ad-
vanced democracy such as the United States; 
however, we also believe we should develop 
our own model. The success of our demo-
cratic evolution has provided tremendous 
hope for other developing nations, and we 
wish to share our experience with them. Our 
efforts to help others through agricultural 
development have been well received, and we 
are eager to expand our technical assistance 
programs to friendly nations in the devel-
oping world. 

Taiwan has grown from an agricultural ex-
porting economy to a leading producer of 

electronics, computers and other industrial 
goods. We are ‘‘paving the information high-
way’’ with disk drives, computer screens, 
laptop computers and modems. We are poised 
to become a major regional operations cen-
ters as well as to buy more American prod-
ucts and services to develop our infrastruc-
ture. 

We stand ready to enhance the mutually 
beneficial relations between our two nations. 
It is my sincere hope that this visit will open 
up new opportunities for cooperation be-
tween our two countries. 

It is for this reason that I want to publicly 
express my appreciation and admiration to 
President Clinton for his statesman-like de-
cision. We are equally grateful to others in 
the administration, to the bipartisan leader-
ship in Congress, and to the American peo-
ple. 

ALWAYS IN MY HEART 
Whatever I have done as president of my 

nation. I have done with the people in my 
heart. I have thought long and hard about 
what my people want, and it is clear that 
most of all, they desire democracy and devel-
opment. These wishes are no different than 
those of any other people on this planet, and 
represent the direction in which world trends 
will certainly continue. 

As I have spoken to you today, I have done 
so with the people in my heart. I know that 
what my people would like to say to you now 
can be expressed by this simple message: 

The people of the Republic of China on Tai-
wan are determined to play a peaceful and 
constructive role among the family of na-
tions. 

We say to friends in this country and 
around the world; 

We are here to stay; 
We stand ready to help; 
And we look forward to sharing the fruits 

of our democratic triumph. 
The people are in my heart every moment 

of the day. I know that they would like me 
to say to you, that on behalf of the 21 million 
people of the Republic of China on Taiwan, 
we are eternally grateful for the support— 
spiritual, intellectual and material—that 
each of you has given to sustain our efforts 
to build a better tomorrow for our nation 
and the world. In closing, I say God bless 
you, God bless Cornell University, God bless 
the United States of America, and God bless 
the Republic of China. 

Thank you very much. 
Mr. DOLE. Mr. President, is morning 

business concluded? 
The PRESIDING OFFICER. It is to 

be concluded. 
Mr. DOLE. Leaders’ time was re-

served? 
The PRESIDING OFFICER. It was. 
Mr. DOLE. Mr. President, I ask that 

I may use part of my leader time, that 
it not interfere with the ongoing de-
bate. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

FBI AGENTS REMEMBERED 

Mr. PRESSLER. Mr. President, 
today marks the 20th anniversary of 
the number of two fine young men who 
served their country in the Federal Bu-
reau of Investigation. They were Spe-
cial Agents Jack Coler and Ron Wil-
liams. They were murdered by Leonard 
Peltier, who is now serving two life 
terms in Leavenworth Penitentiary. 

Ron liked living in South Dakota and 
particularly enjoyed the Black Hills. 
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After coming to my State in 1975, he 
purchased a home in a quite section of 
Rapid City, my State’s second largest 
city, Jack was a guest in South Da-
kota. His home was in Colorado. He 
was halfway through a 60-day tem-
porary duty assignment in the Rapid 
City FBI office when he was killed. 

Special Agents Coler and Williams 
were law enforcement officers, serving 
our country, doing a job the Congress 
of the United States authorized them 
to do. They were young men—Jack was 
28 years old; Ron was 27—at the very 
beginning of promising careers with a 
premier Federal law enforcement agen-
cy. They performed their duties with a 
great deal of pride. 

Mr. President, the current issue of 
Outdoor magazine features an article 
by Scott Anderson, entitled ‘‘The Mar-
tyrdom of Leonard Peltier.’’ Despite 
the rather sympathetic title, the arti-
cle does a fairly good job of debunking 
the myth that has been created over 
the years by the nonnative American, 
liberal Eastern establishment and Hol-
lywood elites. When the article does 
portray Peltier as victim, it is not in 
the way previously done, ad nauseam, 
as a victim of some Government con-
spiracy to frame Peltier for murder. 
Rather, Peltier is portrayed as a stooge 
of attorneys, newspaper and book pub-
lishers, print and media journalists, 
and movie moguls who have used 
Peltier for two decades now to line 
their own pockets and advance their 
own liberal agenda and warped view of 
the world. 

I particularly liked Mr. Anderson’s 
comments about the book, ‘‘In the 
Spirit of Crazy Horse,’’ by Peter 
Mattiessen. Mr. Anderson is to be com-
mended for calling Matthiessen to task 
for writing what essentially is a work 
of fiction—subjected to two libel 
suits—not the work of fact he pur-
ported it to be. Unfortunately, over the 
years, Matthiessen’s apologia for 
Peltier has been regarded biblically by 
those who choose not to rely on the 
facts and the trial proceedings for what 
really happened 20 years ago today. 
Matthiessen’s comic book version of 
reality has been spun into various mov-
ies and pseudo-documentaries by the 
liberal establishment. 

Mr. President, it seems all too pre-
dictable that Oliver Stone is using that 
book to make a movie about Peltier. 
Let us not forget that this is the same 
Oliver Stone who has distorted the col-
lective public memory by foisting upon 
us the movie ‘‘JFK.’’ I suspect that the 
American people will learn very little 
about what really happened 20 years 
ago today on the Pine Ridge Indian 
Reservation if they rely on the Stone 
version of the case. 

Regrettably, should this pulp fiction 
eventually hit the big screen, I am sure 
we will see a resurgence of calls for a 
Presidential commutation of Peltier’s 
life sentences. I would hope that Presi-
dent Clinton would hold to the rec-
ommendation of the man he appointed 
to a 10-year term to head the FBI, 

Louis Freeh, who has said ‘‘There 
should be no commutation of his 
[Peltier’s] two life terms in prison.’’ 
President Clinton has spoken laudably 
of his respect for law enforcement dur-
ing the debate on last year’s crime bill 
and in the wake of the Oklahoma City 
bombing. The men and women of law 
enforcement are more than worthy of 
his and other’s words of praise. I hope 
he will always remember what a su-
preme display of disrespect it would be 
to these fine individuals if he caved in 
to the calls of the radical left and freed 
the man who murdered two of law en-
forcement’s finest, 20 years ago today. 

Mr. President, I ask unanimous con-
sent that following my remarks there 
be printed a copy of an open letter to 
the President, published in the Wash-
ington Post on July 15, 1994, which was 
written by the representatives of more 
than 15,000 active duty and former FBI 
agents. It is one of the most concise 
and accurate accounts of the facts of 
the murders ever to appear in print. I 
would recommend its reading to all my 
colleagues on the 20th anniversary of 
the deaths of Special Agents Jack 
Coler and Ron Williams. 

We should never forget the sacrifice 
made by these two fine men, nor for-
give the man lawfully convicted and 
justly sentenced to spend the rest of 
his life behind bars for their murders. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

[From the Washington Post, July 15, 1995] 
DEAR MR. PRESIDENT: LEONARD PELTIER 

MURDERED TWO FBI AGENTS—HE DESERVES 
NO CLEMENCY 
June 26, 1975, was a hot, dusty Thursday on 

the Pine Ridge Indian Reservation in south-
western South Dakota when two young FBI 
agents arrived from their office in Rapid 
City. It was about noon when Special Agents 
Ronald A. Williams, 27, and Jack R. Coler, 
28, pulled into the Jumping Bull Compound 
area of the remote reservation seeking to ar-
rest a young man in connection with the re-
cent abduction and assault of two young 
ranchers in nearby Manderson, S.D. 

Spotting a red and white Chevrolet Subur-
ban van in which they believed the fugitive 
suspect to be riding, the two agents pursued 
it toward an open grassy bowl-like area. Un-
known to Special Agents Coler and Williams, 
one of the three men in the vehicle was 
Leonard Peltier, a violent man with a vio-
lent past, a fugitive wanted for attempted 
murder of an off-duty Milwaukee policy offi-
cer. Knowing the two vehicles pursuing him 
were occupied by FBI agents and believing 
they were seeking to arrest him on the at-
tempted murder case, Peltier and his two as-
sociates abruptly stopped their vehicles and 
began firing their rifles at the agents. 

Out of range of the agents’ revolvers, 
Peltier and his friends continued firing. 
Other militants and radical members of the 
American Indian Movement (AIM) joined 
them in shooting at the disabled and trapped 
agents. 

Surprised by the sudden violence, 
outmanned, outgunned and at an extreme 
tactical disadvantage, Coler and Williams 
were both wounded and defenseless within 
minutes. Coler sustained a severe wound, the 
force of a bullet nearly tearing his right arm 
off. Williams, wounded in the left shoulder 
and right foot, removed his shirt during the 

hail of incoming rifle fire and fashioned a 
tourniquet around the arm of Coler, who had 
fallen unconscious. Coler, a former Los An-
geles Police Department sergeant with two 
small sons, and Williams, an affable, friendly 
former FBI clerical employee, were at the 
mercy of Peltier and his associates. But 
there was to be no mercy that day for the 
fine young law enforcement officers. 

Not satisfied with the terrible injuries 
they had inflicted, Peltier and two other 
men walked down the hill toward the am-
bushed officer. Three shots were heard. Wil-
liams, kneeling and apparently surrendering, 
was shot in the face directly through his out-
stretched, shielding hand. He died instantly. 
Coler, still unconscious, was shot twice in 
the head at close range. He died instantly 
after the second shot. Before leaving the 
murder scene, Peltier and his criminal asso-
ciates stole the two dead agents’ handguns 
and the .308 rifle Coler was going after when 
shot. 

The crime scene examination testified to 
the brutality of the ambush. Coler and Wil-
liams had little chance to defend themselves. 
They had fired only five shots. In contrast, 
over 125 bullet holes were found in their two 
cars. 

The investigation quickly focused on Leon-
ard Peltier as the executioner. The murder 
weapon was determined to be a .223-caliber 
rifle. Witnesses identified Peltier as the only 
person at the murder scene in possession of 
a weapon that would fire a .223-caliber bul-
let, his weapon being a .223-caliber AR–15 
semi-automatic rifle. Witnesses later testi-
fied that Peltier had possessed this rifle be-
fore, during and after the ambush. The mur-
der weapons, with others used in the attack, 
was hidden, AIM sympathizers later spirited 
it from the area. 

In September 1975, a stationwagon, heavily 
laden with weapons and explosives, caught 
fire and blew up on the Kansas Turnpike 
near Wichita. The murder weapon and 
Coler’s stolen .308 rifle were recovered from 
the wreckage. One of the vehicle’s occupants 
later testified that he had seen Peltier car-
rying the recovered .233-caliber rifle by the 
two FBI agent’s cars on the day and at the 
time of their murder. 

Following the June 26 murders, Leonard 
Peltier fled the Pine Ridge Indian Reserva-
tion. The FBI added him to its Ten Most 
Wanted list. Then, in November, 1975, an Or-
egon State trooper stopped a recreational ve-
hicle in which Peltier was hiding. Peltier ran 
from the RV, fired at the officer and escaped. 
Coler’s revolver, stolen when he was mur-
dered, was found in a paper bag under the 
front seat of the RV. Peltier’s thumbprint 
was on the bag. 

When later arrested in Canada by the 
Royal Canadian Mounted Police, Peltier re-
marked that, had he known the officers were 
there to arrest him, he would have blown 
them out of their shoes. These are not the 
comments of an innocent man and portray 
the true character and violent nature of 
Leonard Peltier. 

During his trial in U.S. District Court in 
Fargo, N.D., in April 1977, a jury convicted 
Peltier of the murders of Coler and Williams. 
A judge sentenced him to two consecutive 
life sentences. While incarcerated in the 
Lompoc, Calif., Federal Prison, and with out-
side assistance, Peltier shot his way out of 
jail, using a smuggled semi-automatic .223- 
caliber rifle to make the escape. A fellow 
AIM member was killed by guards during the 
escape. Several days later, after assaulting a 
rancher and stealing his truck, Peltier was 
captured. He was tried and convicted of the 
escape and of being a felon in possession of a 
firearm. Separate consecutive prison terms 
of two and five years were added to his two 
consecutive life sentences. 
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Peltier has since appealed his various con-

victions numerous times. Each time, the fed-
eral courts have upheld earlier court actions. 
The U.S. Supreme Court has twice denied 
Peltier petitions for certiorari, without com-
ment. The record is clear. There are no new 
facts. The old facts have not changed and 
Peltier is guilty as charged. 

Twice on national television, Peltier has 
admitted to firing at the two agents. He has 
openly stated that he feels no guilt or re-
morse for the murders. One has only to re-
view his murderous misconduct when con-
fronted by law enforcement officers to be 
convinced of that fact. Leonard Peltier has 
lived a life of crime. He has earned and de-
serves a lifetime of incarceration. Leonard 
Peltier is a murderer without compassion or 
feeling for his fellow man. In turn, he de-
serves no compassion. 

Mr. President, on many occasions you have 
described this country’s law enforcement of-
ficers as heroes and heroines. You have said 
that we must work together to ensure that 
hardened criminals who prey on the innocent 
receive punishment commensurate with the 
harm—physical, emotional and financial— 
that they have inflicted. We agree. 

Peggy Coler, Special Agent Coler’s widow, 
can’t believe anyone would consider freeing 
Peltier, the man convicted of shooting her 
husband point-blank in the face while he lay 
unconscious. Her son, Ron, four years old 
when his dad died and now 22, can’t under-
stand how anyone could portray Peltier as 
the victim of this tragedy. Peggy and Ron 
Coler are against any thought of a pardon or 
commutation of Peltier’s sentence. We 
agree. 

Special Agent Ron Williams’ mother, Ellen 
Williams, worries that Peltier’s release into 
an unsuspecting society would only add to 
the list of grieving loved ones. She is con-
vinced Peltier will commit violent acts 
against others. We agree. 

Mr. President, it’s time for Leonard Peltier 
to pay up. Our judicial system is over-
whelmed, overworked and has spoken in this 
case, again and again. It’s time to move on. 
Leonard Peltier is a vicious, violent and cow-
ardly criminal who hides behind legitimate 
Native American issues. Leonard Peltier was 
never a leader in the Native American com-
munity. Peltier is simply a vicious thug and 
murderer with no respect or regard for 
human life, especially when law enforcement 
officers are involved. Our citizens, on and off 
the reservations, must be protected from 
predators such as Peltier. Our laws must be 
respected and obeyed or the penalty must be 
paid. The punishment must also fit the 
crime—and it does here. 

Mr. President, since Leonard Peltier 
couldn’t fool the federal courts, he is now 
trying to fool you and the public. He is shad-
ing and hiding the facts—and playing on 
sympathy. Don’t let him get away with it, 
Mr. President. Sympathy is appropriate only 
for the dead heroes and their surviving fami-
lies. Don’t let their sacrifice be forgotten. 

f 

THE 50TH ANNIVERSARY OF THE 
UNITED NATIONS 

Mr. DASCHLE. Mr. President, when 
President Truman addressed the open-
ing session of the conference that met 
in San Francisco in April 1945, he told 
the gathered delegates, ‘‘You members 
of the conference are to be the archi-
tects of the better world. In your hands 
rests our future. By your labors at this 
conference we shall know if suffering 
humanity is to achieve a just and last-
ing peace.’’ 

Neither Truman nor any other real-
istic person then or later believed that 

an organization of the international 
community could, by itself, bring 
about an end to war. And, of course, 
the United Nations has not been able 
to achieve that. 

But in regretting what an organiza-
tion has not done, we should not over-
look its achievements, and those of its 
associated organizations. 

Today marks the 50th anniversary of 
the creation of the United Nations. It 
is the only world body which has en-
dured for so long. 

Commemorative ceremonies are tak-
ing place in San Francisco today to 
mark the occasion. The Senate and the 
Nation can be proud of the fact that, 
among the delegates to those cere-
monies is a man who was present when 
the original delegates began to meet, 
Senator CLAIBORNE PELL of Rhode Is-
land. 

It is a tribute to the enduring ideals 
of public service in our Nation that 
many of those who served 50 years ago 
in San Francisco continued in long and 
distinguished careers of public service. 
We are fortunate that Senator PELL 
was able to return after 50 years. 

The history of the world since the 
creation of the United Nations has 
been turbulent 

The United Nations Organization 
often has been as unpopular as it has 
been admired in the United States and 
around the world. Its shortcomings 
have been criticized, and its errors 
have been magnified by those who op-
posed its creation and their political 
heirs. 

Like every organization created and 
manned by human beings, it is far from 
perfect. 

But the same observation can be 
made about every form of human orga-
nization, governmental and corporate, 
public and private. None are perfect; 
all can bear improvement. What’s sig-
nificant isn’t how far an organization 
falls short of perfection, but how close 
it has come to achieving its goals. 

It is a remarkable fact that in a cen-
tury drenched with the blood of inno-
cents in wars both large and small, the 
United Nations has provided a forum in 
which some of the world community’s 
most dangerous disagreements could be 
controlled, if not reconciled. 

Those who argue that the organiza-
tion is a failure because it hasn’t 
stopped war forget that throughout the 
long history of humankind, nothing 
has successfully stopped war. Huge, ty-
rannical empires like the former So-
viet Union successfully curtailed wars 
among their component states—but 
that’s not a model for peace that any 
free people can admire. 

Today, when the painful costs of war 
in human life, human health, and hard- 
earned treasure is less visible to us in 
the fortunate nations of the Western 
World, it is tempting to suggest that 
the United Nations’ shortcomings are 
so great, its failures so substantial, 
that it serves no further purpose that 
is in the American national interest. 

There are many voices willing to 
make that claim. But they are mis-
taken. 

In the post-cold war world, our Na-
tion is the only remaining superpower. 
Our global trading partnerships and 
our security interests alike mean that 
American must be involved with the 
world. 

It is not in the American interest to 
unilaterally take on the mediation of 
each and every conflict that may arise 
between nations. Yet a peaceful and 
stable world community is very much 
in our national interest. 

There is no body other than the 
United Nations that can serve as a me-
diating forum for the disputes and con-
flicts that inevitably arise among the 
members of the international commu-
nity. With all its shortcomings, if the 
organization did not exist, we would be 
forced to invent it. 

In April 1945, when the idea of a 
world body was taking shape, President 
Truman observed, ‘‘When Kansas and 
Colorado have a quarrel over the water 
in the Arkansas River, they don’t call 
out the National Guard in each state 
and go to war over it. They bring a suit 
in the Supreme Court of the United 
States and abide by the decision. There 
isn’t a reason in the world why we can-
not do that internationally.’’ 

In the wake of a half-century in 
which states have repeatedly gone to 
war, not to the negotiating table, Tru-
man’s words sound sadly idealistic. We 
think we know better. 

But perhaps it is we who are being 
foolishly cynical. Perhaps it was Tru-
man, that Midwestern man of great 
common sense, who understood more 
deeply what was at stake. He under-
stood that if we did not strive to create 
a great organization, we would not 
achieve even a good one. He knew that 
if we approached the task with less 
than our ideals, we would reap much 
greater disappointment. 

At a distance of 50 years, there is 
much many of us have forgotten about 
the times in which the United Nations 
was forged, and about the forces that 
made men and women work for its cre-
ation. On the anniversary of its cre-
ation, it is a good time to think back 
and remember that we are all charged 
with the responsibility Truman ex-
pressed 50 years ago: ‘‘We must build a 
new world, a far better world—one in 
which the eternal dignity of man is re-
spected.’’ That is a task every bit as 
important for our generation as it was 
for Truman’s. 

f 

FORMER CHIEF JUSTICE WARREN 
BURGER 

Mr. THURMOND. Mr. President, 
from the earliest days of our republic, 
the Supreme Court has always been 
one of the most important institutions 
in the land. Sitting at the top of the ju-
dicial branch, nine individuals pass 
judgment on cases of constitutional 
importance that are argued before 
them. Managing and administering this 
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process is the Chief Justice, part ref-
eree, part historian, full time judge. It 
is a demanding job that requires pa-
tience, intelligence, and tact. I rise 
today to pay tribute to a man who ex-
celled in that position, Warren E. Burg-
er, who regrettably passed away yes-
terday. 

Warren Burger grew up on a farm in 
Minnesota, the Heartland of America. 
He worked his way through college and 
law school, earning degrees from the 
University of Minnesota and the St. 
Paul College of Law, before beginning 
his career as an attorney. In 1953, 
President Dwight D. Eisenhower made 
Mr. Burger an Assistant U.S. Attorney 
General, beginning the Minnesotan’s 
journey to the highest seat on the 
highest court of the land. Before join-
ing the Supreme Court, Warren Burger 
would also serve on the Court of Ap-
peals for the District of Columbia Cir-
cuit. 

During the 17 years that he served as 
Chief Justice, the Court decided many 
issues that had a tremendous impact 
on American society. The results of 
many of the cases reviewed by the 
Burger Court came to be known as 
landmark decisions, ones that are like-
ly to be studied by law students, pro-
fessors, and historians for decades, if 
not centuries to come. It is not exag-
gerating to say that the actions of 
Warren Burger and his court did much 
to change life in America. 

In 1986 Warren Burger resigned as 
Chief Justice of the Court, ending his 
two decade presence there, to chair the 
Committee on the Bicentennial of the 
Constitution. I served on this com-
mittee and I worked closely with the 
former Chief Justice to promote this 
special anniversary in the history of 
our Nation. I found Chief Justice Burg-
er to be a man of integrity, ability, and 
dedication, whose deep interest in 
American history made him an effec-
tive and enthusiastic spokesman for 
this undertaking. 

Mr. President, the Chief Justice and I 
differed on some issues, but he was an 
outstanding man who served this Na-
tion ably and selflessly. He was a 
thoughtful adjudicator of cases, a 
strong advocate for the judicial branch, 
and most importantly, he cared for and 
believed deeply in the Constitution. He 
is a man who will certainly be missed 
by a host of friends, and I extend my 
deepest sympathy to the members of 
his family. 

f 

SERVICE, COMMITMENT, 
DEDICATION 

Mr. ASHCROFT. Mr. President, it is 
an honor and a privilege to serve the 
people of Missouri and of this great 
country. Those of us who were elected 
in 1994 came here with a mandate from 
the people to change the way Wash-
ington does business. We were asked to 
reopen the door of self-government and 
to respect the liberties which have 
made our democracy a model for the 
world. 

With this mandate before us, I want 
to share with my fellow Senators the 
pledge that every Member of my office 
has taken. It is a pledge of service, of 
commitment, and of dedication. It is a 
pledge we want to share with the 
American people. I ask unanimous con-
sent that it be printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

OATH OF OFFICE 

We do solemnly swear that we will support 
and defend the Constitution of the United 
States against all enemies, foreign and do-
mestic; and that we will bear true faith and 
allegiance to the same. 

STATEMENT OF BELIEF, PURPOSE, PRINCIPLE, 
AND PRACTICE 

We dedicate ourselves to principled public 
policy. We believe that Americans are en-
dowed by their Creator with certain 
unalienable Rights, and among these are life, 
liberty and the pursuit of happiness. The 
power we exercise is granted by Missourians 
and the American people; we serve to secure 
their rights. Our commitment is to respect 
diverse political views and serve all people 
by whose consent we govern. 

As people of liberty reach for opportunity 
and achieve greatness, our nation prospers. 
A government that lives beyond its means 
and reaches beyond its limits violates our 
basic liberties, and the nation suffers. 

We dedicate ourselves to quality service. 
America’s future will be determined by the 
character and productivity of our people. In 
this respect, we seek to lead by our example. 
We will strive to lead with humility and hon-
esty. We will work with energy and spirit. 
We will represent the American people with 
loyalty and integrity. Our standard of pro-
ductivity is accuracy, courtesy, efficiency, 
integrity, validity, and timeliness. 

We hold that these principles are a sacred 
mandate. We take responsibility for these 
standards. 

f 

WAS CONGRESS IRRESPONSIBLE? 
THE VOTERS HAVE SAID YES 

Mr. HELMS. Mr. President, one need 
not be a rocket scientist to know that 
the U.S. Constitution forbids any 
President’s spending even a dime of 
Federal tax money that has not first 
been authorized and appropriated by 
Congress—both the House of Rep-
resentatives and the U.S. Senate. 

So when you hear a politician or an 
editor or a commentator declare that 
‘‘Reagan ran up the Federal debt’’ or 
that ‘‘Bush ran it up,’’ bear in mind 
that the Founding Fathers, two cen-
turies before the Reagan and Bush 
Presidencies, made it very clear that it 
is the constitutional duty of Con-
gress—of Congress—a duty Congress 
cannot escape—to control Federal 
spending—which Congress has not done 
for the past 50 years. 

Thus, it is the fiscal irresponsibility 
of Congress that has created the in-
credible Federal debt which stood at 
$4,887,614,064,494.86 as of the close of 
business Friday, June 23. This out-
rageous debt—which will be passed on 
to our children and grandchildren— 
averages out to $18,553.47 on a per cap-
ita basis. 

A TRIBUTE TO FRED DUBRAY 

Mr. PRESSLER. Mr. President, I rise 
today to extend my congratulations to 
Fred DuBray, an exceptional South Da-
kotan, who recently was awarded a 
Newsweek Achievement Award. Fred 
DuBray was recognized by the weekly 
magazine Newsweek for his vision and 
commitment to reviving the bison pop-
ulation in South Dakota and across the 
country. 

Mr. DuBray is a member of the Chey-
enne River Sioux Tribe, and is founder 
and president of the InterTribal Bison 
Cooperative [ITBC]. 

Bison always have held a special 
place in the hearts of many Native 
Americans, and in the history of the 
American continent. Often referred to 
as buffalo, bison play a significant role 
in tribal ceremonies and in other tradi-
tional customs of the Native Ameri-
cans. Knowing what the bison mean to 
the Native American culture, Fred 
DuBray came up with the idea of reviv-
ing the bison population—and encour-
aging reservations to reap the eco-
nomic benefits. 

The InterTribal Bison Cooperative 
[ITBC], headquartered in Rapid City, 
SD, has proven to be a great success. It 
has brought economic development to 
Native American tribes across the 
country, where other economic 
projects had previously failed. In 1991, 
when it was founded, the ITBC con-
sisted of only seven Indian tribes. 
Since then, it has expanded to include 
36 tribes from 15 different States across 
the country. 

Under Mr. DuBray’s leadership, the 
ITBC has created more than 500 new 
jobs through the production and dis-
tribution of bison meat and bison by- 
products. The number of consumers 
purchasing bison products has in-
creased dramatically over the past 4 
years. 

In my home State of South Dakota, 
rising bison has proven to be a profit-
able venture for the Cheyenne River 
Sioux Tribe. In fact, the Cheyenne 
River Sioux recently received Federal 
assistance from the U.S. Department of 
Agriculture for the purchase of a mo-
bile meat processor. 

This state-of-the-art technology will 
allow the tribe to slaughter bison in a 
traditional manner, while processing 
and packaging the meat on the spot. 
The tribe also intends to allow other 
nearby tribes and private ranchers to 
benefit from the use of the mobile 
bison meat processor. 

Fred’s ingenuity is an inspiration to 
all Native Americans who, through cre-
ativity and hard work, are striving to 
achieve self-sufficiency, rather than 
dependency on Federal Government as-
sistance. I am very proud of Fred 
DuBray’s achievements, and I am very 
happy to see that he is receiving well- 
earned recognition from Newsweek 
magazine. 

My wife, Harriet, and I extend our 
congratulations to Fred DuBray for his 
accomplishments thus far, and wish 
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him continued success in his future ef-
forts. 

f 

TRIBUTE TO WARREN BURGER 

Mr. DOLE. Mr. President, a century- 
and-a-half ago, the great Daniel Web-
ster said, 

We may be tossed upon an ocean where we 
can see no land—nor, perhaps, the sun or 
stars. But there is a chart and a compass for 
us to study, to consult, and to obey. That 
chart is the Constitution. 

Today, Mr. President, the Senate 
joins with the rest of the country in 
mourning the passing of former Chief 
Justice of the United States, Warren 
Burger, a man who devoted his life to 
studying, consulting, and obeying the 
Constitution. 

Chief Justice Burger’s public life 
began in 1953, when he came to Wash-
ington to serve as an Assistant Attor-
ney General in the Eisenhowewr ad-
ministration. 

Prior to that time, he was a re-
spected attorney and civic leader in his 
home State of Minnesota. And when he 
arrived in Washington, he brought with 
him a great deal of midwestern com-
mon sense, practical experience, and an 
understanding of the importance of 
communities, neighborhoods, and fami-
lies. 

In 1956, President Eisenhower ap-
pointed Chief Justice Burger to the 
U.S. Court of Appeals for the District 
of Columbia circuit. He served there 
with distinction until 1969, when Presi-
dent Nixon selected him as Chief Jus-
tice of the United States. 

During his 17 years as Chief Justice 
of the United States—a tenure which 
made him the longest serving Chief 
Justice in this century—Warren Burger 
authored over 244 majority opinions 
and assigned over 1,000 others. 

Like most Americans, I agreed with 
some of those opinions, especially 
those that restored a sense of balance 
to our criminal justice system—and 
disagreed with others. But I never 
doubted Warren Burger’s devotion to 
his country. 

And I never doubted his devotion to 
making our judicial system and our 
courts run more efficently. Chief Jus-
tice Burger is due the credit he has re-
ceived for the leadership he provided in 
improving education and training of 
judges and court personnel, and in the 
implementation of technological ad-
vances. 

He created the National Center for 
State Courts, the Institute for Court 
Management, and the National Insti-
tute for Corrections, institutions which 
will continue to serve as his legacy for 
years to come. 

Chief Justice Burger also spoke 
bluntly about the need of the members 
of the legal profession to always main-
tain the highest degree of ethics and 
professionalism. 

When Chief Justice Burger left the 
court, he assumed the chairmanship of 
the commission honoring the Bicenten-
nial of the Constitution. And he pre-

sided over that celebration’s activities 
with great dignity and ability. 

Warren Burger’s devotion to increas-
ing awareness of the Constitution con-
tinued until this year, when he pub-
lished a book recounting 14 major Su-
preme Court cases. 

Mr. President, I know all Senators 
join with me in extending our sym-
pathies to Chief Justice Burger’s son, 
Wade, his daughter, Margaret, and his 
two grandchildren. 

f 

AUTHORIZATION TO THE 
ARCHITECT OF THE CAPITOL 

Mr. DOLE. Mr. President, at this 
time, on behalf of myself and Senator 
DASCHLE, I send a concurrent resolu-
tion to the desk and ask for its imme-
diate consideration. 

This resolution authorizes the re-
moval of the catafalque from the Cap-
itol to the Supreme Court where Chief 
Justice Burger’s casket will lie in 
state. 

The PRESIDING OFFICER. The 
clerk will report the concurrent resolu-
tion by title. 

The legislative clerk read as follows: 
A concurrent resolution (S. Con. Res. 18) 

authorizing the Architect of the Capitol to 
transfer the catafalque to the Supreme Court 
for a funeral service. 

The PRESIDING OFFICER. Without 
objection, the concurrent resolution is 
agreed to. 

So the concurrent resolution (S. Con. 
Res. 18) was agreed to, as follows: 

S. CON. RES. 18 

Resolved by the Senate (the House of Rep-
resentatives concurring), That the Architect of 
the Capitol is authorized and directed to 
transfer to the custody of the Chief Justice 
of the United States the catafalque which is 
presently situated in the crypt beneath the 
rotunda of the Capitol so that the said cata-
falque may be used in the Supreme Court 
Building in connection with services to be 
conducted there for the late Honorable War-
ren Burger, former Chief Justice of the Su-
preme Court of the United States. 

f 

CONCLUSION OF MORNING 
BUSINESS 

The PRESIDING OFFICER. Morning 
business is closed. 

f 

PRIVATE SECURITIES LITIGATION 
REFORM ACT 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
resume consideration of S. 240, which 
the clerk will report. 

The legislative clerk read as follows: 
A bill (S. 240) to amend the Securities Ex-

change Act of 1934 to establish a filing dead-
line and to provide certain safeguards to en-
sure that the interests of investors are well 
protected under the implied private action 
provisions of the act. 

The Senate resumed consideration of 
the bill. 

Pending: 
Bryan Amendment No. 1469, to provide for 

a limitation period for implied private rights 
of action. 

Mr. BENNETT. Mr. President, I have 
listened to the debate on this issue 
from both sides of the aisle with great 
interest and have several observations 
that I would like to share with you and 
the others in the Senate as we come to 
this point. 

As is pointed out often to me, and 
sometimes as I have pointed out during 
my political career, I am not a lawyer. 
I have not been blessed with the experi-
ence of having gone through law school 
or passed the bar or practiced law or 
any of the other kinds of experiences 
that go with being an attorney, which 
so many of our colleagues in the Sen-
ate have. Indeed, a majority, Mr. Presi-
dent, of the Members of this body are 
lawyers. 

I have not kept exact tally, but I be-
lieve that the vast majority, if not 100 
percent, of the people who have com-
mented on this bill, have been lawyers. 

No, I must correct myself. Mr. Presi-
dent, the Senator from California [Mrs. 
BOXER] is not a lawyer, and she has 
been very forthright in her opposition 
to this bill. So I would back away from 
that. But most of the people who have 
spoken on this have been lawyers. And 
I have noticed that they have ad-
dressed this issue on the basis of what 
will happen in court if S. 240 were to 
pass. 

They have argued that back and 
forth, with lawyers saying: Oh, no, if S. 
240 were passed, why, then this is how 
the courts would be forced to rule. And 
then other lawyers have risen and said: 
You are wrong; if S. 240 passes, the 
courts would not have that ruling at 
all; they would rule this way. Back and 
forth, so the argument goes between 
those who have had the experience of a 
legal education. 

I wish to share with the Senate my 
view of this, which is based not on a 
legal background but upon direct expe-
rience and observation with what has 
been happening with strike suits as 
these have come to be known. 

My first experience is a vicarious 
one, but I do my best to make sure that 
it is accurate. It is the experience that 
my father had after he left the Senate 
and began his last career, which was 
back in the business world serving on a 
variety of boards of directors. 

I have told this story in the com-
mittee hearing, but I think it is appro-
priate to repeat here because it makes 
the point I intend to make. 

One of the boards that my father 
went on after he left the Senate was a 
board of a mutual fund. The compensa-
tion of the directors was tied to the 
performance of the mutual fund. This 
is the kind of thing people are saying 
we ought to do with directors and chief 
executives, not just set a compensation 
and let it stay there, but have a com-
pensation tied to the performance of 
the fund. 

Once a year, the compensation of the 
directors would be adjusted as a result 
of the better performance of the fund 
during the year, and since the fund, at 
least during the time my father served 
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on the board, always did better each 
year, the compensation went up each 
year. 

My father received a stack of legal 
papers suing him for looting the assets 
of that particular mutual fund. He was 
a little startled, and he called the gen-
eral counsel of the mutual fund and 
said, ‘‘What is this all about?’’ 

‘‘Oh,’’ said the general counsel, 
‘‘don’t worry about that, Senator, it is 
just because ‘Bennett’ comes before all 
of the other directors in our alphabet-
ical list, and there is a lawyer in New 
York who every year sues us, sues all 
of the directors, for looting the fund by 
virtue of the increase in compensation 
that comes as a result of the formula 
that we have.’’ He said, ‘‘Because, as I 
say, your name is first alphabetically, 
you are the one filed with the papers. 
You notice it says ‘Wallace Bennett, et 
al.’ The ‘et al.’ means all of the other 
directors. If we had another director 
whose name began with ‘A,’ he would 
be the one on whom the papers would 
be served. Don’t worry about it. We’ll 
take care of it.’’ 

Dad said, ‘‘How are you going to take 
care of it? This is a very impressive 
lawsuit.’’ 

‘‘Oh,’’ he said, ‘‘we have in the budget 
$100,000 to send to that lawyer in set-
tlement of this lawsuit. We do this 
every year. He files the lawsuit, we 
send him a check for $100,000, he goes 
away. It is a standard kind of thing 
that we have built into our budget.’’ 

‘‘Why in the world are we paying this 
man $100,000 simply to file the law-
suit?’’ 

‘‘Well, Senator,’’ he said, perhaps a 
little nonplused at my father’s naivete, 
‘‘the legal bills of our fighting this suit 
would be substantially in excess of 
$100,000. So the financially responsible 
thing for us to do for our shareholders 
is to settle it at the lowest possible 
price, and we found that this fellow 
will go away if we send him $100,000. 
And, therefore, we do the financially 
responsible thing by sending him 
$100,000.’’ 

Dad said, ‘‘That’s extortion, that’s 
blackmail, that’s like the protection 
rackets, if you will, that the mafia 
runs when they come in and say in a 
particular storefront, ‘You need some 
protection from somebody who might 
bomb this place.’ ’’ 

He said, ‘‘Well, Senator, we have bet-
ter things to do than respond to these 
kinds of lawsuits. The cheapest way 
out of this dilemma is simply send the 
man his $100,000 every year.’’ 

We are told during this debate, ‘‘Oh, 
these are hypotheticals.’’ We are told, 
‘‘Oh, we have to look at what might 
happen here, what might happen 
there.’’ We are told, ‘‘Oh, the pro-
ponents of the bill are raising scare 
tactics of the worst possible case, and 
that is not the normal procedure at 
all.’’ 

I can assure you, Mr. President, this 
was an actual case, an actual cir-
cumstance where automatically the 
lawyer, by simply hitting the button 

on his word processor and turning out 
the same set of papers, received a 
check for $100,000 every year. 

As I understand the case, to finish 
the story, that particular lawyer is no 
longer doing that, simply because he 
got greedy. He started to overreach and 
do this not only with the funds where 
my father was serving as a member of 
the board but other funds, assuming he 
would get the same treatment. Finally, 
one of them, managed by Merrill 
Lynch, decided to call his bluff and go 
to court with him. 

Merrill Lynch had deeper pockets 
than the mutual fund on whose board 
my father sat, and they decided to 
reach into those pockets and pay the 
legal expenses necessary to close this 
operation down. So they called the 
man’s bluff. They forced him to come 
up with the legal fees necessary to go 
to court, and he found he could not sur-
vive if he had to pay all the legal fees 
to actually prosecute the lawsuit and, 
thus, ultimately the whole thing was 
shut down. 

I cite that because of the rhetoric 
that has surrounded this bill. We are 
not talking about what will happen in 
court in a theoretical lawsuit when we 
are talking about the impetus behind 
the writing and filing of this bill. We 
are talking about the fact that the vast 
majority of these lawsuits never get to 
court and do not intend to go to court. 
They are filed not because the lawyer 
has discovered some great evil on be-
half of the investor. They are filed be-
cause the lawyer knows full well that 
the company or mutual fund or pension 
fund, or whatever it is that is being ac-
cused, will find it cheaper to settle out 
of court than go through the legal has-
sle of paying all the bills necessary to 
resolve the issue in the courts. 

During the hearing on this bill, 
Ralph Nader made the statement: No 
one settles out of court unless he has 
something to hide, and challenged me 
personally on that issue saying, no 
CEO who is responsible would ever set-
tle a lawsuit out of court unless he had 
something to hide, and he then pro-
ceeded to lecture me as to what my 
duty would be assuming, perhaps erro-
neously, that I was a lawyer. 

I said to him and I say here on the 
floor today, again, I am not a lawyer 
but I was a CEO of a company who set-
tled a suit out of court about which we 
had nothing to hide. Indeed, all of the 
issues that were involved in that law-
suit were clearly on the public record, 
but the legal bills to prosecute that 
lawsuit were bankrupting our com-
pany. 

Now, the company at the time was 
very, very small, it was very fragile 
and our legal bills were running $25,000 
a month. I spoke to our lawyer and 
said, ‘‘What happens if we go to trial?’’ 

Our lawyer said, ‘‘They will then go 
to a minimum of $25,000 a week.’’ 

There was no way that company 
could survive the drain of legal bills of 
$25,000 a week. So I said, ‘‘What will it 
take to settle?’’ 

We signed an agreement settling that 
lawsuit that called upon us to pay the 
other party $2,500 a month. Some of our 
shareholders did not like it. They said, 
‘‘Oh, we think it is terrible we have to 
pay them anything, because we’re con-
vinced we’re right.’’ 

I said, ‘‘Look, you can be convinced 
you’re right all you want. The issue is, 
can we afford to continue to press our 
legal position at a $25,000 a month tab 
all the way into court and then $25,000 
a week? Swallow your pride about say-
ing we want our position absolutely 
vindicated, take the $2,500 a month set-
tlement and put this behind us and get 
on with our business.’’ 

It was one of the smartest business 
decisions we ever made. 

I pointed this out to Mr. Nader in the 
hearing. I resent the suggestion that 
the reason we settled out of court was 
that we had something to hide. And I 
say absolutely that settlements out of 
court are made, 90 percent of the time, 
on the basis of pure economics; it is 
cheaper to settle than to continue to 
litigate. And if it is, swallow your posi-
tion about making a point, do the wise 
economic thing and settle this suit. 

That is where these strike suits come 
from—lawyers who recognize that re-
ality. Settlements out of court are 
made on the basis of economics. They 
are not made on any other basis. That 
is why so many of these suits are filed. 
That is why the vast bulk of these suits 
are settled out of court, and that is 
why this has become—as the Senator 
from New Mexico [Mr. DOMENICI], 
pointed out—a magnificent way for 
some lawyers to practice because, as 
the Senator said, this is a practice 
without clients. What could be more 
fun than to be a lawyer with a practice 
without any clients, and with, in the 
case that I have cited in my father’s 
circumstance, a guaranteed $100,000 per 
year income doing nothing more than 
mailing off a set of documents to a 
company that will write out the check 
because it is easier to do that than to 
go to court. 

I point out to those who say, ‘‘Oh, 
this is not very widespread,’’ that we 
had some testimony in the committee 
from a lawyer who says this is, in fact, 
never done. I asked him directly. I said, 
‘‘Are you telling us that no lawyer ever 
files a strike suit solely on the belief 
that he will get a settlement out of 
court and not have to litigate it?’’ He 
said, ‘‘Senator, no lawyer ever does 
that.’’ At that point, the credibility of 
that witness disappeared, as far as I 
was concerned, because I knew that it 
was done. 

Well, this practice has created 
enough concern that we have a bipar-
tisan basis of support for this bill. In-
deed, the initial supporter, the initial 
mover and shaker on this bill was the 
Senator from Connecticut [Mr. DODD]— 
not known for his hard right-wing pro-
pensities and leanings. He is one of my 
good friends. We disagree about a num-
ber of things. He is a liberal Democrat 
and I am a conservative Republican. 
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But I consider him one of the more 
thoughtful Members of this body. He 
was the moving force behind this bill in 
the first instance. He knows that these 
suits are filed for the purpose of get-
ting settlements, not ever going to 
court. He was joined by Senator 
DOMENICI. 

Senator DOMENICI told me over the 
weekend—we were in Utah together— 
he has been accused of the fatal sin of 
being a moderate by some portions of 
the conservative press. I said, ‘‘What 
did you do, plead guilty?’’ This is one 
of the more thoughtful Members of the 
Senate, as well. He is a careful lawyer. 
He understands all of the legal issues. 
He has pushed this bill right from the 
very beginning, and he, along with Sen-
ator DODD, is the principal cosponsor of 
the bill in this Congress. 

It is a smokescreen, in my view, to 
spend all of your time talking about 
what may or may not happen in court 
if S. 240 passes, because that ignores 
the fact that the purpose of S. 240 is to 
deal with those people who file suits 
without any intention of going to 
court. We need to understand that as 
we are debating this bill. 

Now, there have been some things 
said about this bill that I would like to 
set straight. One of the myths that has 
come out of this debate is that if S. 240 
had been law at the time of the failure 
of the Lincoln Savings & Loan, Mr. 
Charles Keating would have gone scot- 
free and his victims would have been 
denied any kind of recovery. That is 
simply not the case, Mr. President. The 
safe harbor provisions of S. 240 would 
not have protected Keating and his co-
defendants. 

Keating’s statements that bonds 
were federally insured and as safe as a 
bank deposit were fraudulent and obvi-
ously false and not covered by the safe 
harbor. The safe harbor applies to for-
ward-looking projections, not to state-
ments of fact that can be checked out 
in the past. For Keating to say the 
bonds were federally insured is not a 
forward-looking statement. Its very 
nature is a statement of past and exist-
ing circumstances, and they did not 
happen to be true. That is one of the 
reasons Mr. Keating is now out of the 
savings and loan business and under 
the protection and custody of the Fed-
eral Government. 

Mr. SARBANES. Will the Senator 
yield for a moment? 

Mr. BENNETT. Yes, I am happy to 
yield. 

Mr. SARBANES. I wonder if we can 
get the time situation straightened 
out. Could I ask the Chair what time 
did we go on the bill? 

The PRESIDING OFFICER. We re-
sumed the bill at 12:16. 

Mr. SARBANES. Mr. President, I ask 
unanimous consent that the time be-
tween 12:16 and 2 o’clock be treated as 
equally divided between the Senator 
from Utah and myself. When he com-
pletes his statement, I will put down 
the amendment. But the time he is 
using would come out of his side, and 

there will still be time left, unless he is 
going to go on for a very long time. I 
think that would equalize the situation 
in which we find ourselves. 

Mr. BENNETT. I have no objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. BENNETT. I know that the Sen-

ator from Maryland was scheduled to 
speak first, but no one was here, so I 
started. I would be happy to yield now 
if the Senator wishes to speak. 

Mr. SARBANES. If the Senator 
would yield, I was going to offer an 
amendment on which the time would 
be equally divided. I am happy to with-
hold offering the amendment until the 
Senator completes his general state-
ment. But I did not want the general 
statement to go on without getting 
this straightened out because there 
might not be much time left for the 
amendment. 

Mr. BENNETT. I agree that the time 
of my statement will be charged 
against our time on the amendment. 

Mr. SARBANES. Thank you. 
Mr. BENNETT. I shall conclude so 

that we can move to the amendment of 
the Senator from Maryland. 

We should understand that this de-
bate and conversation about what may 
or may not have been the case in the 
Keating circumstance had S. 240 been 
in place is, in fact, irrelevant to the 
purpose of this legislation and to the 
direction that it will take in the fu-
ture. The Keating codefendants could 
remain fully liable if S. 240 had been in 
place. The aiders and abettors would 
still be held accountable. The Keating 
claims are within the current statute 
of limitations, and the other 10(b)(5) re-
forms do not affect the recoveries. 

So, Mr. President, I hope as we exam-
ine this whole circumstance, we keep 
in mind the purpose for which S. 240 
was written in the first place. It is to 
deal with those people who file law-
suits without any expectation that 
they will ever come to trial but in the 
hope that the economics of the cir-
cumstance will force people to settle 
with them short of a trial, so that they 
can enjoy what, as I say, the Senator 
from New Mexico calls the ‘‘perfect’’ 
law practice—a law practice without 
clients and a law practice that does not 
require you to ever go to court, to ever 
hold discovery, to ever go through any 
procedure—simply file a set of papers 
and wait, as the lawyer in New York 
did who dealt with my father, for the 
check to arrive in the mail. That kind 
of thing is bad—it is bad for investors, 
it is bad for the country. That is the 
reason we are supporting S. 240. 

I now yield the floor to the Senator 
from Maryland. 

AMENDMENT NO. 1472 
(Purpose: To amend the proportionate 

liability provisions of the bill) 
Mr. SARBANES. Mr. President, I 

send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 

The Senator from Maryland [Mr. SAR-
BANES] proposes an amendment numbered 
1472. 

Mr. SARBANES. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 134, strike line 6, and insert the 

following: 
‘‘(A) NET FINANCIAL WORTH.—Each 
On page 134, strike lines 9 through 15, and 

insert the following: ‘‘that the net financial 
worth of the’’. 

On page 134, line 23, strike ‘‘50 percent’’ 
and insert ‘‘100 percent’’. 

Mr. SARBANES. Mr. President, I ask 
the Chair to state the time situation. 

The PRESIDING OFFICER. The Sen-
ator from Maryland has 52 minutes. 
The manager of the bill has approxi-
mately 30 minutes. 

Mr. SARBANES. Mr. President, be-
fore I turn to the provisions of the 
amendment, I want to make a few com-
ments with respect to what my distin-
guished colleague from Utah said in his 
opening remarks on the consideration 
of this legislation today. 

It is very important to understand 
that there are parts of this bill that 
Members are trying to amend and 
there are parts we are not trying to 
amend. There are parts which we think 
are desirable and worthwhile having. 
There are other parts that we think are 
excessive. They overreach. They go too 
far. 

Those are the ones we are trying to 
correct. If we could get it corrected, we 
would have a total package of which 
one could be supportive. 

Examples that are cited, many of 
them that are being cited, are, in fact, 
things we are prepared to try to cor-
rect with the provisions of this legisla-
tion, that we are not opposing. It is 
very important that that be under-
stood. 

The New York Times on Friday has 
an editorial headed ‘‘Protection for 
Corporate Fraud.’’ It says, speaking of 
the Senate security bill: 

. . . goes far beyond their stated purpose of 
ending frivolous litigation. The Senate secu-
rities bill sets out to protect corporate offi-
cials from being sued when they issue overly 
optimistic predictions of corporate profit-
ability that are simply innocent misjudg-
ment. Sponsors cite cases for opportunist 
shareholders who waited for a company’s 
share price to nosedive, then sued on the 
grounds that their investment was based on 
fraudulent representations of the company’s 
health. But to solve this infrequent problem, 
the bill would erect a nearly insurmountable 
barrier to suing officials who peddle reck-
lessly false information. It would block suits 
against the accountants, lawyers, and other 
professionals who look the other way when 
the companies they serve mislead investors. 
The bill requires that suits be filed within a 
short statute of limitations and threatens 
plaintiffs who technically violate the court’s 
procedures with heavy fines, including pay-
ment of the defendant’s legal fees. These pro-
visions would ward off frivolous suits. But 
they just as surely ward off valid suits. Secu-
rities markets work well when investors are 
confident that the data on which they base 
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decisions is honest. The bill threatens that 
confidence. 

Mr. President, I ask unanimous con-
sent that that editorial be printed at 
the end of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 
Mr. SARBANES. The Baltimore Sun 

has an editorial ‘‘Safe Harbors for Fi-
nancial Fraud.’’ Let me quote very 
briefly from it: 

In the wake of the Nation’s savings and 
loan debacle, the financial derivative shock 
to U.S. pension systems, the junk bond ma-
nipulations of Mike Milken, one could expect 
Congress to bolster the rights of investors in 
securities fraud cases. Instead, Capitol Hill 
legislators are rallying to protect the inter-
ests of corporate executives, securities deal-
ers, lawyers and accountants against the 
claims of victims of financial crimes. 

Further on it says: 
Originally drafted to reduce the number of 

frivolous investor lawsuits against corpora-
tions. . . . 

And then it goes on to say: 
But the sweeping protections included 

have fired the opposition of investor groups, 
advocates for the elderly and even the Fed-
eral Securities and Exchange Commission. 

It closes by saying: 
The arsenal of weapons against investors 

in the legislation shows that it is more about 
protecting the shadowy dealings of corporate 
leaders and their professional confederates 
than in limiting frivolous class action law-
suits. 

This is the question. No one is pro-
tecting the frivolous class action law-
suit. The question is whether the provi-
sions of the bill have gone beyond that 
and are excessive. We submit that they 
are. Those are some of the provisions 
we are now trying to change. 

Mr. President, I ask unanimous con-
sent that the Baltimore Sun editorial 
be printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 2.) 
Mr. SARBANES. Mr. President, I 

made reference to an article that ap-
peared in the New York Times on Sun-
day, authored by Mark Griffin, the di-
rector of the Utah securities division 
who is a board member of the North 
American Securities Administrators 
Association, comprising the securities 
regulators from the 50 States. Mr. Grif-
fin is chairman of the Securities Liti-
gation Reform Task Force of the North 
American Securities Administrators 
Association. In other words, all of the 
50 State securities administrators. 

That article entitled ‘‘Securities 
Litigation Bill Is Reform in Name 
Only.’’ Just to quote briefly: 

What’s in a name? In the case of the Pri-
vate Securities Litigation Reform Act of 
1995, consumers will find a world class mis-
nomer. Now before the Senate, the bill is 
more accurately described as securities liti-
gation repeal. For millions of middle-class 
American investors, the fate of this bill—and 
the even more radical version passed by the 
House of Representatives in March—could 
spell the difference between recovering or 

losing billions of dollars from securities 
fraud. 

Securities litigation reform began with the 
intent of putting some weights around the 
ankles of a few fleet-footed lawyers; but the 
measure now dangerously close to Senate 
passage would wind up being a noose around 
the neck of defrauded investors. While every-
one agrees on the need for reasonable reform, 
numerous public-minded groups are strongly 
opposed to radical steps in the Senate bill, S. 
240, that would snuff out key investor rights. 

If securities litigation reform was the real 
goal here, the widespread support that exists 
for reasonable steps to curb lawsuit abuses 
would have ensured easy passage. But the 
bill now before the Senate would rein in friv-
olous lawsuits only by making it virtually 
impossible for consumers to pursue rightful 
claims. 

He goes on later to say, 
The reality is that the main intent of this 

legislation, despite what its proponents say, 
is to provide a shield for all but the most ex-
treme cases of fraud. 

Mr. President, I ask unanimous con-
sent that this article be printed in the 
RECORD at the close of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 3.) 
Mr. SARBANES. I will come back to 

this article because I think it is a per-
spective analysis of the situation in 
which we find ourselves. 

Now, Mr. President, let me turn to 
the amendment which I sent to the 
desk, which deals with the issue of pro-
portional liability and the departure 
from the concept of joint and several 
liability. 

Let me recap very quickly the broad-
er issue that was dealt with last and 
then the more narrowly focused 
amendment which I have offered and 
which I will then discuss. The bill 
changes the current system of joint 
and several liability to a new system of 
proportionate liability. Joint and sev-
eral liability is the legal principle that 
says that each participant in a fraud 
may be held liable for all of the fraud 
victim’s losses. 

Under the Federal securities laws as 
they now are—not as they are being 
changed in this bill but as they are 
right now—each participant in a secu-
rities fraud—a corporate executive, an 
outside accountant, lawyer, invest-
ment banker—may be held liable for 
all of a victim’s losses. In other words, 
if one of the fraud participants is bank-
rupt or if one of the fraud participants 
has fled the country, the other fraud 
participants make up the difference. So 
the burden, if one of the fraud partici-
pants is bankrupt or flees, does not fall 
on the innocent investor. It seems to 
me a rather simple concept. It is be-
tween those who have participated in 
the fraud—perhaps in varying degrees 
but nevertheless participated in it— 
they should be held accountable and 
have to sustain the burden before it is 
thrust upon the innocent investor. In 
fact, under the current system, the de-
frauded investors are able to recover 
their entire losses against any of the 
participants in the fraud. This bill will 

change that. The bill will change the 
system from joint and several liability 
to proportional liability for reckless 
defendants. 

Who are reckless defendants under 
the securities laws as they now exist? 
The Federal securities law currently 
punishes two types of people who par-
ticipate in a fraud: People who plan the 
fraud who intended to deceive the in-
vestors, and people who acted reck-
lessly, who knew nothing about the 
fraud and did nothing about it—who 
knew about the fraud and did nothing 
about it. 

The standard of recklessness used in 
the courts is not—last week, in fact, 
some of the people supporting this leg-
islation talked about it as though it 
was negligent or just by chance that 
one got involved. The standard is—this 
is a quote out of the Sundstrand case: 

. . . a highly unreasonable omission in-
volving not merely simple or even gross neg-
ligence but an extreme departure from the 
standards of ordinary care and which present 
a danger of misleading buyers or sellers that 
is either known to the defendant or is so ob-
vious that the actor must have been aware of 
it. 

The recklessness liability, under Fed-
eral securities fraud, is usually as-
serted against the fraud artist’s profes-
sional advisers, his lawyers, account-
ants, appraisers, investment bankers, 
and so forth. Unfortunately, sometimes 
these people know about a fraud and do 
nothing about it. In those instances, 
the law holds them jointly and sever-
ally liable in that fraud. The bill 
changes that. It changes that. And the 
reckless participant will be liable only 
for a proportionate share of the inves-
tor’s losses. If one of the fraud partici-
pants is bankrupt or fled the country 
or cannot be found, the losses will no 
longer be made up by other partici-
pants in the fraud. Instead, the inno-
cent investor—the innocent investor 
will not recover his losses, even when 
other participants in the fraud are 
available to pay. Reckless participants 
in a fraud will be favored over innocent 
victims of a fraud, over individual in-
vestors, over State and local govern-
ments, over pension plans, over chari-
table organizations. 

Securities regulators, Government 
officials, consumer groups, and others 
oppose this provision. The Chairman of 
the SEC wrote the Congress saying: 

The Commission has consistently opposed 
proportionate liability. 

The North American Securities Ad-
ministrators Association, which rep-
resents the 50 State securities regu-
lators, wrote, urging the Senate ‘‘to 
lift the severe limitations on joint and 
several liability so that defrauded in-
vestors may fully recover their losses.’’ 

The Government Finance Officers As-
sociation, representing thousands of 
county treasurers, city managers, and 
so on, people who invest taxpayer funds 
and pension funds, are opposed to this 
provision. They wrote, on June 8, in a 
letter that was printed last week in the 
RECORD—and I ask unanimous consent 
their letter, along with the one from 
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the North American Securities Admin-
istrators Association, again be printed 
at the conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 4.) 
Mr. SARBANES. They wrote: 
Fraud victims would find it exceedingly 

difficult to fully recover their losses. S. 240 
sharply limits the traditional rule of joint 
and several liability for reckless violators. 
This means the fraud victims would be pre-
cluded from fully recovering their losses. 

The National League of Cities, the 
Consumer Federation of America, the 
U.S. Conference of Mayors have all op-
posed this version of proportionate li-
ability that puts fraud participants 
ahead of fraud victims. On Friday, we 
received a letter from the American 
Association of Retired Persons, which I 
would like to have printed in the 
RECORD. 

I ask unanimous consent to do so. 
There being no objection, the letter 

was ordered to be printed in the 
RECORD, as follows: 

AMERICAN ASSOCIATION 
OF RETIRED PERSONS, 

Washington, DC, June 23, 1995. 
Re S. 240, the ‘‘Private Securities Litigation 

Reform Act.’’ 
U.S. SENATE, 
Washington, DC. 

DEAR SENATOR: The Senate will soon be 
voting on S. 240, the Private Securities Liti-
gation Act. While the American Association 
of Retired Persons (AARP) supports efforts 
to eliminate truly frivolous lawsuits, we can-
not support this bill as reported out of the 
Banking, Housing, and Urban Affairs Com-
mittee. As currently written, many ag-
grieved investors with legitimate claims will 
be vulnerable to abusive practices in the se-
curities marketplace. 

More than 28 million Americans over the 
age of 65 rely in part on investment income 
to meet expenses. Though older investors 
once relied heavily on federally insured prod-
ucts such as certificates of deposit or savings 
accounts, lower interest rates have prompted 
many, including those who are not finan-
cially sophisticated, to invest in securities. 
In addition, because of the increasing use of 
defined-contribution (versus defined-benefit) 
pension plans, more and more people are 
using securities products when planning for 
retirement. 

Older Americans fall prey not only to fi-
nancial fraud, but also are injured by some 
practices within the ‘‘legitimate’’ invest-
ment industry. Some older investors are hit 
with hefty fees or subjected to ‘‘churning’’ of 
accounts to maximize profits for salespeople. 
Others routinely lose money in regulated in-
vestments that are unsuitable to their needs, 
are promoted in a misleading fashion, or are 
accompanied by inadequate and unclear dis-
closures. This money may represent a life-
time of savings, a lump sum pension payout, 
or proceeds from the sale of a home. Finan-
cial losses for retirees can mean a loss of 
basic support, with little opportunity to re-
capture lost income. 

As currently drafted, S. 240 will shield 
wrongdoers from liability in a number of 
ways. As a result, the bill needs to be im-
proved to help strike a better balance be-
tween protecting investors and eliminating 
claims without merit. AARP urges you to 
support amendments which may be offered 
calling for the following: 

Maintenance of traditional joint and sev-
eral liability among defendants. Under the 

bill as currently drafted, liability for reck-
less behavior would be narrowed to such an 
extent that it would be difficult, if not im-
possible, for small investors to be made 
whole for losses suffered. This amendment 
would protect investors against jailed, miss-
ing, or bankrupt malfeasors by restoring ex-
isting joint and several liability; and 

Replacement of the safe harbor provision 
in the bill with a directive to the SEC to 
issue a rule which structures a safe harbor 
that protects both legitimate businesses and 
investors. S. 240 weakens current law by al-
lowing an expansive safe harbor for forward- 
looking corporate statements that make ex-
aggerated claims to attract investors, even if 
these statements are made recklessly. Clear-
ly, such statements would harm investors 
greatly and should not be immunized from li-
ability. 

If AARP can be of further assistance or if 
you have any questions, please have your 
staff contact Kent Burnette at (202) 434–3800. 

Sincerely, 
HORACE B. DEETS, 

Executive Director. 
Mr. SARBANES. That letter states: 
As currently drafted, S. 240 will shield 

wrongdoers from liability in a number of 
ways. As a result, the bill needs to be im-
proved to help strike a better balance be-
tween protecting investors and eliminating 
claims without merit. 

Last week, an amendment was of-
fered by Senators SHELBY, BRYAN, 
BOXER, and I, to try to strike a better 
balance with respect to the broad issue 
of joint and several liability. That 
amendment was defeated. I very much 
regret that was the case. The amend-
ment that has just been sent to the 
desk is, therefore, not dealing with the 
broader issue of joint and several li-
ability, which I have just outlined, but 
with a more narrow aspect of it. 

I urge my colleagues to focus very 
carefully on the fact situation. Even 
the authors of the bill that is before us 
recognize that it is unfair to favor 
reckless lawyers, accountants, and in-
vestment bankers who participate in a 
fraud entirely over the individual in-
vestor victimized by the fraud. In fact, 
the bill has two provisions, one that 
would require reckless accountants and 
reckless lawyers to pay investors more 
than the proportionate share of the 
reckless advisers when a fraud artist is 
bankrupt or has fled the country, and 
another provision designed to make up 
for the entire losses of so-called small 
investors. 

Let me examine these two provisions, 
and the amendment goes to these two 
provisions. The first provision says 
that all the defendants shall be jointly 
and severally liable for the uncollec- 
tible share of the small investor, but 
only under these very limited cir-
cumstances—first of all, only if the net 
worth of the investor is under $200,000. 
The committee report says that net 
worth includes all of the plaintiffs’ fi-
nancial assets including stocks, bonds, 
real estate, and jewelry. 

How many investors are we talking 
about here? People who are able to buy 
stocks, are going to have a net worth 
under $200,000, particularly when the 
net worth includes the value of their 
home? How many elderly people who 

have saved for a lifetime have a net 
worth over $200,000? Their home is usu-
ally paid for or close to it. They have 
some other assets. For such a person, 
$200,000 is not a large net worth. I guess 
they would have to value the engage-
ment ring, value the wedding ring, 
value the heirlooms. So it is a $200,000 
net financial worth of the plaintiff. 

The other provision says that the 
plaintiff will be held whole only if the 
recoverable damages are equal to more 
than 10 percent of the net financial 
worth of the plaintiff. Listen to this. 
You are only going to protect—the bill 
supposedly makes an effort to protect 
the small investor. But the definition 
of the protection is that the investor’s 
net worth has to be under $200,000, and 
then you protect recoverable damages 
only if they are equal to or more than 
10 percent of the net financial worth. 

(Mr. THOMPSON assumed the Chair.) 
Mr. SARBANES. Mr. President, let 

me just give you this example. A re-
tired person, a small investor, retired 
person has a $190,000 net worth. A 
fraudulent stock scheme is practiced 
upon this person, and he loses $17,000. 
The person who perpetrated the 
scheme, this scam artist, has gone 
bankrupt. They flee the country, or 
whatever. The lawyer who advised the 
scam artist knew about this or was 
reckless in terms of knowing about 
this fraud, the standard I quoted ear-
lier. Under current law, that person 
would be jointly and severally liable 
and would have to pay all of the dam-
ages. Under this provision, since the 
damages are not 10 percent of the net 
worth, the investor does not get that 
protection. 

What is the meaning of this provision 
in the bill, if it has that kind of exclu-
sion that simply swallows up any 
meaning? Here is a small investor, 
$190,000 net worth, loses $17,000 which is 
not 10 percent of the $190,000, and the 
small investor is not protected in that 
situation, and the participants in the 
fraud are able to avoid having to make 
that small investor whole. If you really 
mean trying to provide some protec-
tion for the small investor, this provi-
sion needs to be corrected. 

Clearly, as written, hardly anyone is 
going to be protected. And the amend-
ment that I have offered, one part of it, 
provides greater protection to small in-
vestors, people of modest means. The 
bill says you are protected only if you 
lose 10 percent of your net worth in a 
fraud. In other words, you have to lose 
$20,000 of a $200,000 net worth or $15,000 
of a $150,000 net worth. My amendment 
deletes this 10 percent requirement. It 
says you do not have to lose 10 percent 
of your net worth in the fraud. Regard-
less of how much you lose in the fraud, 
if your net worth is $200,000 or less, you 
are protected. 

So you have the very small investor 
who ought to be protected, not the 
reckless advisers to the corporate scam 
artists who participated in the fraud. 

So we strike the provision in the bill 
that requires that the damages be 
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CONGRESSIONAL RECORD — SENATE S9037 June 26, 1995 
equal to 10 percent of the net worth. So 
you have someone with a $200,000 net 
worth. If they lose something to this 
scam artist, they are going to be pro-
tected, and all the defendants will con-
tinue to be held jointly and severally 
liable in that instance. If you really 
want to talk about protecting small in-
vestors, you obviously have to make 
that change. 

The second provision that is in this 
legislation, in the course of changing 
the joint and several liability scheme 
and shifting it to proportionate liabil-
ity, even the authors recognize that 
was a very heavy weighting of the bal-
ance against the investors. So they 
said, ‘‘Well, in all instances we are 
going to require the reckless partici-
pants in the fraud to pay investors an 
additional amount over their propor-
tionate share.’’ 

The additional amount, though, that 
is provided for is 50 percent. Let me 
give you an example. A con artist per-
petrates a fraud. He is assisted by the 
reckless conduct of his lawyer or his 
accountant who knows about the fraud 
but does nothing to stop it. When the 
fraud is exposed, the con artist skips 
the country. The reckless adviser is 
found to be 10 percent responsible for 
the investor’s losses. 

Under the bill, there is an overage, 
and the reckless adviser could be held 
liable for up to 15 percent of the inves-
tor’s losses; in other words, a 50-per-
cent overage. So you give some addi-
tional marginal recovery to the inves-
tor. 

The extra 50 percent payment re-
quired under the bill, in my judgment, 
does not go far enough toward making 
the investor whole. So the other part of 
this amendment increases the addi-
tional payment the reckless defendants 
pay, when the con artist is bankrupt or 
flees, from 50 percent of their propor-
tionate share to 100 percent. 

Under the example I gave a moment 
ago, a reckless adviser, a lawyer, in-
vestment banker, an accountant to the 
corporate swindler who did nothing to 
stop it was later found responsible for 
10 percent of the fraud. As the bill is 
written, he could be held to 15 percent 
of it. This amendment would raise that 
to 20 percent. It would allow investors 
to recover a little bit more of their 
losses in cases of fraud. 

I note that just on Friday when we 
were debating this bill my distin-
guished colleague from New York said 
in speaking about addressing this prob-
lem that we were outlining at the time: 

If the fraudulent defendant is bankrupt 
and cannot pay, we would double the liabil-
ity of the other defendants. So if a defendant 
was found 5 percent negligent but the main 
defendant is not able to pay, the 5 percent 
negligent defendant would be held respon-
sible for 10 percent of the damages. 

Well, that is what my amendment is 
trying to accomplish. The bill as writ-
ten provides a 50 percent overage. So if 
you were 5 percent liable, under the 
bill you would go to 71⁄2 percent. I actu-
ally think that this was, in effect, real-
ly the recognition of an appropriate in-

crease, and this would double it. In 
that instance, you go from 5 to 10. If 
they were 10 percent liable, they would 
go to 20 percent liable. 

So those are the two amendments 
here. I disagree with abandoning the 
joint and several liability principle. 
That was voted on the other day. What 
we are now trying to do is to take the 
provision in the bill and to make it 
more reasonable with respect to the 
small investor. In some respects, I re-
gard this as the ‘‘have-you-no-shame’’ 
amendment in terms of the provisions 
that are in the bill. We have provisions 
in this bill that if you are a very small 
investor with a net worth of under 
$200,000, you have to lose at least 
$20,000—— 

The PRESIDING OFFICER. The Sen-
ator has 20 minutes remaining. 

Mr. SARBANES. Mr. President, I 
yield myself 1 minute. 

You have to lose over $20,000 in order 
to be held whole by these defendants 
who have participated in this fraudu-
lent scheme. If you are going to recog-
nize the concept of the small investor 
and the need to provide some addi-
tional protection, do not render it 
meaningless by having this 10 percent 
requirement on losses. It is bad enough 
that you have defined the small inves-
tor as $200,000 of net worth including, 
including the person’s home—including 
the person’s home. Now, that is an 
awful lot of people. 

The PRESIDING OFFICER. The Sen-
ator has 19 minutes. 

Mr. SARBANES. I yield 1 more 
minute. 

And then, in addition, to require that 
they lose at least 10 percent of their 
net worth, more than $20,000—you take 
a person, they have $200,000 of net 
worth. They have a home worth 
$150,000, which is modest in today’s 
markets in most places in the coun-
try—worth $150,000. They have $50,000 
worth of items for net worth which the 
bill has defined as including the jew-
elry and heirlooms and everything else. 
They are drawn into a fraudulent 
scheme. They lose $19,500, not 10 per-
cent of the $200,000, and you are not 
going to hold them harmless. You are 
going to put the fraudulent perpetra-
tors, the perpetrators of the fraud, 
ahead of the innocent investor. 

Mr. President, it is an outrage. At a 
minimum we need to change this; oth-
erwise, there is no shame left what-
ever. 

Now, Mr. President, I understand 
that the Senator from the other side of 
the aisle has returned, and I will re-
serve the remainder of my time. 

EXHIBIT 1 
[From the New York Times, June 23, 1995] 

PROTECTION FOR CORPORATE FRAUD 
Two bills before Congress reveal how reck-

less the Republicans have become in their 
zeal to reduce regulation. The bills—which 
would ‘‘reform’’ laws governing securities 
firms and banks—go far beyond their stated 
purpose of ending frivolous litigation. What 
they would actually do is insulate corporate 
officials who commit fraud from legal chal-
lenge by their victims. 

The Senate securities bill sets out to pro-
tect corporate officials from being sued when 
they issue overly optimistic predictions of 
corporate profitability that are simply inno-
cent misjudgments. Sponsors cite cases 
where opportunistic shareholders waited for 
a company’s share price to nosedive, then 
sued on the grounds that their investment 
was based on fraudulent representations of 
the company’s health. 

But to solve this infrequent problem, the 
bill would erect a nearly insurmountable 
barrier to suing officials who peddle reck-
lessly false information. It would block suits 
against accountants, lawyers and other pro-
fessionals who look the other way when the 
companies they serve mislead investors. The 
bill requires that suits be filed within a short 
statute of limitations and threatens plain-
tiffs who technically violate the court’s pro-
cedures with heavy fines, including payment 
of the defendant’s legal fees. 

These provisions would ward off frivolous 
suits. But they just as surely ward off valid 
suits. Securities markets work well when in-
vestors are confident that the data on which 
they base decisions is honest. The bill 
threatens that confidence. 

Banking legislation working its way 
through the House would also cause damage, 
both socially and economically. It would re-
move the Justice Department’s authority to 
sue bankers and realtors who systematically 
block blacks and other minorities from rent-
ing apartments or getting mortgages. Appar-
ently Justice has been too vigilant fighting 
discrimination for the G.O.P.’s taste. Aston-
ishingly—in the wake of the fraud that 
brought down savings and loan institutions 
during the 1980’s—the bill would weaken reg-
ulatory oversight over bank directors, re-
quirements to provide independent audits 
and prohibitions against preferential loans 
to bank officials. 

The bill leaves few customer protections in 
place. It would eliminate some requirements 
that banks report interest rates on customer 
accounts in uniform, easy-to-compare terms. 
It would also gut the Community Reinvest-
ment Act, which requires banks to lend 
money in the neighborhoods where they take 
deposits or else possibly relinquish the right 
to merge or open and close branch offices. 
The act requires reform because enforcement 
is needlessly expensive. But the answer is to 
clarify and tighten standards, the solution 
the Administration has already taken. 

The bill will make banks more profitable. 
But it will also invite some of the sordid 
practices that contributed to the $500 billion 
that the savings and loans failures cost tax-
payers. 

The Administration has expressed opposi-
tion to many of the banking provisions. But 
it has remained silent on the securities bill. 
Apparently, powerful Democrats, like Chris-
topher Dodd of the insurance state of Con-
necticut, have pressured the White House to 
remain mum. 

President Clinton seems eager to run as a 
candidate who could work with the Repub-
lican Congress but protect Americans from 
G.O.P. excesses. He could demonstrate his 
worth by vowing to veto the securities and 
banking bills—and any others that would put 
the interests of deceptive executives above 
those of ordinary voters. 

EXHIBIT 2 

[From the Baltimore Sun, June 26, 1995] 

SAFE HARBORS FOR FINANCIAL FRAUD 

In the wake of the nation’s savings and 
loan debacle, the financial derivatives shock 
to U.S. pension systems, the junk bond ma-
nipulations of Mike Milken, one could expect 
Congress to bolster the rights of investors in 
securities fraud cases. 
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Instead, Capitol Hill legislators are ral-

lying to protect the interests of corporate 
executives, securities dealers, lawyers and 
accountants against the claims of victims of 
financial crimes. 

Legislation approved by the House and 
awaiting a Senate floor vote today would 
grant virtual immunity to these participants 
in securities fraud lawsuits. Executives who 
hype their companies’ financial projections 
to jack up the stock price would be sheltered 
from legal action. 

Bondholders defrauded by Charles Keating 
and his S&L scam, the largest in U.S. his-
tory, would find it almost impossible to sue 
the co-defendants for relief under the pend-
ing bill. They recovered $240 million from 
Keating’s accountants, lawyers and securi-
ties dealers, although still losing nearly 40 
percent of their money. 

Originally drafted to reduce the number of 
frivolous investor lawsuits against corpora-
tions, the bill was pushed by Silicon Valley 
companies whose fortunes are highly vola-
tile. But the sweeping protections included 
have fired the opposition of investor groups, 
advocates for the elderly and even the fed-
eral Securities and Exchange Commission. 

The number of federal securities fraud 
cases has nearly doubled over the past dec-
ade. But the SEC, which polices securities 
fraud, says that investor lawsuits are impor-
tant in accomplishing its mission. A study 
released last month by the Congressional Re-
search Service finds the number of securities 
suits against companies ‘‘exceptionally 
small.’’ 

The loudest complaints have come from 
the elderly, whose retirement assets are 
most vulnerable to fraud. Senior citizens ac-
count for over 30 percent of securities fraud 
victims, according to a study by the Gray 
Panthers. 

The House bill includes the chilling pro-
viso that the losers of a fraud lawsuit must 
pay lawyer bills of those they sued. The Sen-
ate measure would limit defendant responsi-
bility in lawsuits only to their degree of 
proven guilt, instead of making all parties 
liable for fraud settlements. 

The arsenal of weapons against investors 
in the legislation shows that it is more about 
protecting the shadowy dealings of corporate 
leaders and their professional confederates 
than in limiting frivolous class action law-
suits. If the integrity of the marketplace is 
to be truly protected, the Senate will vote 
down this invitation to expanded investor 
fraud. 

EXHIBIT 3 

[From the New York Times, June 25, 1995] 

SECURITIES LITIGATION BILL IS REFORM IN 
NAME ONLY 

(By Mark Griffin) 

What’s in a name? In the case of the ‘‘Pri-
vate Securities Litigation Reform Act of 
1995,’’ consumers will find a world-class mis-
nomer. Now before the Senate, the bill is 
more accurately described as securities liti-
gation repeal. For millions of middle-class 
American investors, the fate of this bill—and 
the even more radical version passed by the 
House of Representatives in March—could 
spell the difference between recovering or 
losing billions of dollars from securities 
fraud. 

Securities litigation reform began with the 
intent of putting some weights around the 
ankles of a few fleet-footed lawyers; but the 
measure now dangerously close to Senate 
passage would wind up being a noose around 
the neck of defrauded investors. While every-
one agrees on the need for reasonable reform, 
numerous public-minded groups are strongly 
opposed to radical steps in the Senate bill, S. 
240, that would snuff out key investor rights. 

If securities litigation reform was the real 
goal here, the widespread support that exists 
for reasonable steps to curb lawsuit abuses 
would have insured easy passage. But the bill 
now before the Senate would rein in frivo-
lous lawsuits only by making it virtually im-
possible for consumers to pursue rightful 
claims. Here we see the financial world’s 
equivalent of the notorious Vietnam ‘‘ham-
let strategy’’: we must destroy this village in 
order to save it. 

The reality is that the main intent of this 
legislation, despite what its proponents say, 
is to provide a shield for all but the most ex-
treme cases of fraud. Have the members of 
the Senate already forgotten the financial 
scandals of the 1980’s that cost investors and 
taxpayers billions of dollars? Is it really 
good public policy to erect protective bar-
riers around future wrongdoers who will be 
emboldened to emulate Lincoln Savings and 
Loan and Prudential Securities? 

At the heart of consumer concerns over 
this legislation are two key problems. 

Under current rules, public companies are 
prevented from deceiving investors by rea-
sonable restrictions on statements con-
cerning future corporate performance, 
known as ‘‘forward-looking statements.’’ 
The original S. 240 created a limited ‘‘safe 
harbor’’ for such statements, but the harbor 
was changed to an ocean. So now the Senate 
is considering a measure that protects any 
reckless or irresponsible statement by a 
company about its future as long as the 
statement is represented as forward-looking 
and notes that actual results may differ. 

The Senate bill narrowly defines as fraudu-
lent only those statements ‘‘knowingly made 
with the expectation, purpose and actual in-
tent of misleading investors.’’ As if this was 
not a loose enough standard the bill require 
that each of the three conditions be proven 
separately in court. 

Consequently, S. 240 is a dagger aimed at 
the heart of what makes possible strong pub-
lic confidence in the markets: full, fair dis-
closure mandated under Federal securities 
law. Arthur Levitt, Jr., the Securities and 
Exchange Commission chairman, has noted: 
‘‘I cannot embrace proposals which allow 
willful fraud to receive the benefit of safe 
harbor protection.’’ 

Perhaps the clearest sign, however, that 
the bill’s proponents have sold middle-class 
investors down the river is their refusal to 
lengthen the time in which consumers can 
bring cases to court. The current rule derives 
from a 1991 Supreme Court decision that cre-
ated a statute of limitations for Federal se-
curities law cases of one year from discovery 
of a misdeed or three years from the commis-
sion of the act in question. This represented 
a serious reduction in the time available for 
such lawsuits, since Federal courts pre-
viously had relied on state standards for 
statutes of limitation. 

Currently, 31 states permit longer than the 
‘‘1 and 3’’ standard for the filing of state se-
curities cases. What possible case can the 
backers of this bill make for keeping the 
time limit as short as possible so that future 
swindlers who cover their tracks carefully 
will get off the hook for good? 

Fortunately, efforts are under way to pull 
the measure back toward the interests of 
small investors. Among the amendments ex-
pected to be deliberated on the Senate floor 
this week are measures that would: replace 
the expansive safe harbor for forward-look-
ing statements with a directive to the S.E.C. 
to continue its rulemaking efforts in this 
area; lengthen the statute of limitations for 
private securities fraud actions; fully restore 
aiding and abetting liability under the secu-
rities laws, an established concept that be-
fore it was recently removed by a Supreme 
Court decision, made it possible to sue even 

indirect participants in a fraud, and lift the 
severe limitations the bill imposes on joint 
and several liability, allowing investors to 
continue recovering from all participants in 
the fraud. 

The difference between reform and repeal 
of securities litigation is an enormous one 
for middle-class investors in America. Based 
on current payments to securities class-ac-
tion claimants, it should be expected that 
shutting the doors of America’s courthouses 
over the next five years to securities fraud 
victims will result in 1.79 million investors 
losing the right to recover approximately 
$2.87 billion. Even these numbers may under-
estimate matters. 

By loosening the Federal laws that now 
empower citizens to go to court to restrain 
misconduct in our financial marketplace, 
Congress has the potential to unleash a new, 
painful era of financial fraud. 

EXHIBIT 4 

GOVERNMENT FINANCE 
OFFICERS ASSOCIATION, 

Washington, DC, June 8, 1995. 
Hon. PAUL S. SARBANES, 
U.S. Senate, Washington, DC. 

DEAR SENATOR SARBANES: I am writing on 
behalf of the more than 13,000 state and local 
government financial officials who comprise 
the membership of the Government Finance 
Officers Association (GFOA) to bring to your 
attention serious concerns we have with the 
Securities Litigation Reform Act, S. 240, re-
cently approved by the Senate Banking Com-
mittee. As you know, the GFOA is a profes-
sional association of state and local officials 
who are involved in and manage all the dis-
ciplines of public finance. The state and 
local governmental entities our members 
represent bring a unique perspective to this 
proposed legislation because they are both 
investors of billions of dollars of public pen-
sion funds and temporary cash balances, and 
issuers of debt securities as well. 

We support efforts to deter frivolous secu-
rities lawsuits, but we believe that any legis-
lation to accomplish this must also maintain 
an appropriate balance that ensures the 
rights of investors to seek recovery against 
those who engage in fraud in the securities 
markets. We believe that S. 240 does not 
achieve this balance, but rather erodes the 
ability of investors to seek recovery in cases 
of fraud. 

The strength and stability of our nation’s 
securities markets depend on investor con-
fidence in the integrity, fairness and effi-
ciency of these markets. To maintain this 
confidence, investors must have effective 
remedies against those persons who violate 
the antifraud provisions of the federal secu-
rities laws. In recent years, we have seen 
how investment losses caused by securities 
laws violations can adversely affect state 
and local governments and their taxpayers. 
It is essential, therefore, that we fully main-
tain our rights to seek redress in the courts. 

S. 240 would drastically alter the way 
America’s financial system has worked for 
over 60 years—a system second to none. Fol-
lowing are the major concerns state and 
local governments have with this ‘‘reform’’ 
legislation: 

Fraud victims would face the risk of hav-
ing to pay the defendant’s legal fees if they 
lost. S. 240 imposes a modified ‘‘loser pays’’ 
rule that carries the presumption that if the 
loser is the plaintiff, all legal fees should be 
shifted to the plaintiff. The same presump-
tion, however, would not apply to losing de-
fendants. The end result of this modified 
‘‘loser pays’’ rule is that it would strongly 
discourage the filing of securities fraud 
claims by victims, regardless of the merits of 
the cases. This is particularly true for state 
and local governments that have lost tax-
payer funds through investments, involving 
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CONGRESSIONAL RECORD — SENATE S9039 June 26, 1995 
financial fraud in derivatives, for example, 
but who simply cannot afford to risk further 
taxpayer funds by taking the risk that they 
might lose their case and have to pay the 
legal fees of large corporations. The argu-
ment is made that a modified loser pays rule 
is necessary to deter frivolous lawsuits, but 
we understand there are only 120 companies 
sued annually—out of over 14,000 public cor-
porations, and that the number of suits has 
not increased from 1974. 

Fraud victims would find it exceedingly 
difficult to fully recover their losses. Our 
legal standard of ‘‘joint and several’’ liabil-
ity has enabled defrauded investors to re-
cover full damages from accountants, bro-
kers, bankers and lawyers who help engineer 
securities frauds, even when the primary 
wrongdoer is bankrupt, has fled or is in jail. 
S. 240 sharply limits the traditional rule of 
joint and several liability for reckless viola-
tors. This means that fraud victims would be 
precluded from fully recovering their losses. 

Wrongdoers who ‘‘aid and abet’’ fraud 
would be immune from cases brought by 
fraud victims. As you know, aiders had been 
held liable in cases brought by fraud victims 
for 25 years until a 5–4 Supreme Court ruling 
last year eliminated such liability because 
there was not specific statutory language in 
federal securities law. If aiders and abettors 
are immune from liability, as issuers of debt 
securities, state and local governments 
would become the ‘‘deep pockets,’’ and as in-
vestors they would be limited in their ability 
to recover losses. The Securities and Ex-
change Commission and the state securities 
regulators have recommended full restora-
tion of liability of aiders and abettors and 
GFOA supports that recommendation. 

Wrongdoers would be let off the hook by a 
short statute of limitations. We had sup-
ported the modest extension of the statute— 
from one year from discovery of the fraud 
but no more than three years after the fraud 
to two years after the violation was, or 
should have been, discovered but not more 
than five years after the fraud was com-
mitted—that was contained in an earlier 
version of S. 240. We are disappointed that 
this extension was removed in the Commit-
tee’s markup of the legislation and hope it 
will be restored when the full Senate con-
siders the bill. 

Under S. 240, corporations could deceive in-
vestors about future events and be immu-
nized from liability in cases brought by de-
frauded investors. Corporate predictions are 
inherently prone to fraud as they are an easy 
way to make exaggerated claims of favorable 
developments to attract investors. The ‘‘safe 
harbor’’ in S. 240 is a very broad exemption 
and immunizes a vast amount of corporate 
information so long as it is called a ‘‘for-
ward-looking statement’’ and states that it 
is uncertain and there is risk it may not 
occur. Such statements are immunized even 
if they are made recklessly. We believe this 
opens a major loophole through which 
wrongdoers could escape liability while fraud 
victims would be denied recovery. 

Access to fair and full compensation 
through the civil justice system is an impor-
tant safeguard for state and local govern-
ment investors, and is a strong deterrent to 
securities fraud. We believe. S. 240 as written 
does not provide such access to state and 
local governments or to other investors. Just 
as state and local government investors are 
urged to use extreme caution in investing 
public funds, the Senate should use extreme 
caution in reforming the securities regula-
tion system. 

We hope you will work to bring about 
needed changes in the legislation when it is 
considered by the full Senate. If there is any 

way we can help in this effort, please do not 
hesitate to call on us. 

Sincerely, 
CATHERINE L. SPAIN, 

Director, Federal Liaison Center. 

NORTH AMERICAN SECURITIES 
ADMINISTRATORS ASSOCIATION, INC., 

Washington, DC, June 20, 1995. 
Re S. 240, the ‘‘Private Securities Litigation 

Reform Act.’’ 

Hon. PAUL S. SARBANES, 
U.S. Senate, Hart Senate Office Building, 

Washington, DC. 
DEAR SENATOR SARBANES: The full Senate 

may consider as early as Wednesday or 
Thursday of this week, S. 240, the ‘‘Private 
Securities Litigation Reform Act of 1995.’’ 
On behalf of the North American Securities 
Administrators Association (NASAA), we are 
writing today to express the Association’s 
opposition to S. 240 as it was reported out of 
the Banking Committee. In the U.S., NASAA 
is the national voice of the 50 state securi-
ties agencies responsible for investor protec-
tion and the efficient functioning of the cap-
ital markets at the grassroots level. 

While everyone agrees on the need for 
changes to the current securities litigation 
system, not everyone is prepared to deny jus-
tice to defrauded investors in the name of 
such reform. Proponents of the bill make 
two claims: first, that they have modified 
the bill to satisfy many of the objections to 
the earlier version; and second, that the bill 
will not prevent meritorious claims from 
going forward. Neither claim is accurate. 
First, the changes made to the bill do little 
to resolve the serious objections to S. 240 
raised by NASAA and its members. In fact, it 
may be argued that during the Banking 
Committee’s deliberations the bill was made 
less acceptable from the perspective of inves-
tors. Second, it is NASAA’s view that the 
bill succeeds in curbing frivolous lawsuits 
only by making it equally difficult to pursue 
rightful claims against those who commit se-
curities fraud. 

The reality is that the major provisions of 
S. 240 will work to shield even the most egre-
gious wrongdoers among public companies, 
brokerage firms, accountants and others 
from legitimate lawsuits brought by de-
frauded investors. Do we really want to erect 
protective barriers around future wrong-
doers? 

NASAA agrees that there is room for con-
structive improvement in the federal securi-
ties litigation process. The Association sup-
ports reform measures that achieve a bal-
ance between protecting the rights of de-
frauded investors and providing relief to hon-
est companies and professionals who may un-
fairly find themselves the targets of frivo-
lous lawsuits. Regrettably, S. 240 as ap-
proved by the Senate Banking Committee 
fails to achieve this necessary balance. 

Although this bill has been characterized 
in some quarters as an attempt to improve 
the cause of defrauded investors in legiti-
mate lawsuits, that simply is not the case. 
Attempts to incorporate into the bill provi-
sions that would work to the benefit of de-
frauded investors were rejected when the 
Banking Committee considered the bill. At 
the same time, the few provisions in the 
original bill that may have worked to the 
benefit of defrauded investors were deleted. 

For example, during the Committee’ delib-
erations: (1) the rather modest extension of 
the statute of limitations for securities fraud 
suits contained in the original version was 
deleted; (2) attempts to fully restore aiding 
and abetting liability under the securities 
laws were rejected; (3) a regulatory safe har-
bor for forward-looking statements con-
tained in the original version of S. 240 was 

replaced with an overly broad safe harbor for 
such information, making it extremely dif-
ficult to sue when misleading information 
causes investors to suffer losses; and (4) ef-
forts to loosen the strict limitations on the 
applicability of joint and several liability 
were rejected, making it all but impossible 
for more than a very few to ever fully re-
cover their losses when they are defrauded. 
The truth here is that this is a one-sided 
measure that will benefit corporate interests 
at the expense of investors. 

As state government officials responsible 
for administering the securities laws in our 
jurisdictions, we know the important role 
private actions play in the enforcement of 
our securities laws and in protecting the 
honesty and integrity of our capital mar-
kets. The strength and stability of our na-
tion’s securities markets depend in large 
measure on investor confidence in the fair-
ness and integrity of these markets. In order 
to maintain this confidence, it is critical 
that investors have effective remedies 
against persons who violate the anti-fraud 
provisions of the securities laws. 

When S. 240 is considered on the Senate 
floor, it is expected that several pro-investor 
amendments will be offered in an attempt to 
inject some balance into the measure. 
Among the amendments we expect to be of-
fered are those that would: (1) extend the 
statute of limitations for private securities 
fraud actions; (2) fully restore aiding and 
abetting liability under the securities laws; 
(3) replace the expansive safe harbor for 
foward-looking statements with a directive 
to the Securities and Exchange Commission 
to continue its rulemaking efforts and report 
back to Congress; and (4) lift the severe limi-
tations on joint and several liability so that 
defrauded investors may fully recover their 
losses. 

On behalf of NASAA, we respectfully en-
courage you to vote in favor of all such 
amendments when they are offered on the 
Senate floor. If all four amendments are not 
adopted, we respectfully encourage you to 
oppose S. 240 on final passage. 

NASAA regrets that the Association can-
not support the litigation reform proposed as 
reported out of the Senate Banking Com-
mittee. The Association believes that this 
issue is an important one and one that 
should be addressed by Congress. However, 
NASAA believes that is more important to 
get it done right than it is to get it done 
quickly. S. 240 as it was reported out of the 
Banking Committee should be rejected and 
more carefully-crafted and balanced legisla-
tion should be adopted in its place. 

If you have any questions about NASAA’s 
position on this issue, please contact 
Maureen Thompson, NASAA’s legislative ad-
viser. 

Sincerely, 
PHILIP A. FEIGN, 

Securities Commis-
sioner, Colorado Di-
vision of Securities, 
President, North 
American Securities 
Association. 

MARK J. GRIFFIN, 
Director, Utah Securi-

ties Division, Chair-
man, Securities Liti-
gation Reform Task 
Force of the North 
American Securities 
Administrators Asso-
ciation. 

Mr. DOMENICI. Mr. President, we 
have 29 minutes on this amendment? 

The PRESIDING OFFICER. There 
are 28 minutes 25 seconds. 
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Mr. DOMENICI. I yield myself 15 

minutes. 
Mr. President, I would like to speak 

to the Senate about this reform meas-
ure and in my own way lead up to the 
amendment which is the subject mat-
ter of today’s discussion. 

This new system—and that is what it 
is—builds a better system for investors 
in 12 very succinct, easy to understand 
ways. 

First, it puts investors with real fi-
nancial interests, not lawyers, in 
charge of the cases. It puts investors 
with real financial interests, not pro-
fessional plaintiffs with one or two 
shares of stock, in charge of the case. 

Second, it requires notification to in-
vestors that a lawsuit has been filed so 
that all investors can decide if they 
really want to bring a lawsuit. It is 
likely that people trusted to manage 
pension funds and mutual funds, that 
is, institutional investors, will get 
more involved under this new system. 
Actually, at this point, for the most 
part, they sit on the sidelines and let 
the class action lawsuit affecting them 
proceed, managed by the lawyer that 
filed it and the plaintiffs that were 
with them. 

Third, this bill puts the lawyer and 
his clients on the same side. Reforms 
that change the economics of cases, 
proportionate liability, settlement 
terms and disclosure, are part of that. 

Fourth, it prohibits special side deals 
where pet plaintiffs get $10,000, $15,000, 
or $20,000 for their part in a suit. It pro-
tects all investors, not just the law-
yers’ pet plaintiffs so that settlements 
will be fair to all investors. 

Fifth, it stops brokers from selling 
names of investors to lawyers. 

Sixth, it creates an environment 
where those running our corporations, 
CEO’s or chairmen of the board, can 
and will talk about their predictions 
about the future without fear of being 
sued every time they make a pre-
diction that turns out to be not exactly 
what happens to the company or some-
what off the mark. So it gives inves-
tors a system with better disclosure of 
important information. And this has to 
do with safe harbor, which will be dis-
cussed later today as we proceed with 
this bill. 

Seventh, it provides better disclosure 
of how much a shareholder might get 
under a settlement and how much the 
lawyers will get so that shareholders 
can challenge excessive lawyers’ fees. 

Eighth, it prohibits secret settle-
ments where attorneys can keep their 
fees a secret. This is a restriction on 
settlements under seal. 

Ninth, limits the amount that attor-
neys can take off the top. Limits attor-
ney’s fees to a reasonable amount in-
stead of the confusing calculations 
which are currently part of this system 
we want to amend and modify. 

Tenth, provides a uniform rule about 
what constitutes a legitimate lawsuit. 
So that it will no longer matter where 
a case is filed. Investors in Albu-
querque, N.M.; Atlanta, GA; New York 

City; or Nashville, TN, will have the 
same rules as investors in any of the 
other cities. That is pleading reform. It 
stops fishing expeditions where lawyers 
can force thousands of dollars, worth of 
discovery money and demand thou-
sands of company documents before a 
judge can decide if the complaint real-
ly states a cause of action, so that it 
might be dismissed before the costs of 
discovery are ever incurred. 

Eleventh, the last two make merit 
matter so that strong cases recover 
more than weak cases. It makes sure 
that people committing fraud com-
pensate victims. It improves upon the 
current system so that victims will re-
cover more than 6 cents on a dollar. 

Twelfth, it will weed out frivolous 
cases. It gives lawyers and judges more 
time to do a good job to protect inves-
tors in meritorious cases. High-tech-
nology company executives can focus 
on running their companies and grow-
ing their businesses. Investors will get 
higher stock prices and bigger divi-
dends. 

This Senate bill, S. 240, which is be-
fore us does exactly what Chairman Ar-
thur Levitt said the system should do— 
protect all investors, not just a few. 

Having said that, obviously there are 
groups of Americans that may be con-
sidered to be more vulnerable than oth-
ers in the American profile of people, 
but let me talk a little bit about senior 
citizen investors and what we were able 
to find out about what they want and 
what they do not want. 

In March 1995, the National Investor 
Relations Institute commissioned a 
poll of Americans age 50 and over who 
invest in either stock or mutual funds. 

Eighty-seven percent said they wor-
ried that lawsuits are diverting re-
sources that could be used on product 
research and business expansion to cre-
ate jobs; 79 percent said defendants 
should only pay damage awards accord-
ing to their percentage of fault, the 
very issue that is partially at stake in 
the Sarbanes amendment; 81 percent 
said they would like to see mandatory 
penalties against lawyers who aid in 
bringing a frivolous suit; 70 percent 
said the lawyer of a frivolous lawsuit 
should pay the legal fees of both sides; 
70 percent said at least one member of 
their household was a member of the 
American Association of Retired Per-
sons. 

I state that because this is what they 
think when asked about these subjects. 
Yet, the AARP seems somewhat on the 
other side, although it is hard to tell 
exactly what it is they want. 

Those polls are correct. The Banking 
Committee record backs up the opin-
ions of senior citizen investors. 

Eighty-seven percent of senior cit-
izen investors said lawsuits are divert-
ing resources that could be used on 
product research and business expan-
sion to create jobs. They are right. The 
Banking Committee hearing revealed, 
and I can go through a whole series of 
situations where precisely what that 
concern is, is revealed case by case by 

small- and medium-size and startup 
American companies. 

John Doerr, venture capitalist was 
involved in three law suits: Settle-
ment, $66 million; legal fees to defend, 
$12 million; management time, 20 per-
son years, total over 10 years, $120 mil-
lion. 

The sum of $120 million will employ 
200 first-rate engineers for a decade, 
creating faster, cheaper better prod-
ucts. 

John G. Adler, CEO Adaptec, litiga-
tion costs of the ‘‘million dollar fishing 
expedition’’ would have paid for 20 ad-
ditional engineers. 

Dennis W. Bakke, AES spent an 
amount equal to one-half its annual 
budget for developing new power 
project throughout the world. Just one 
plant creates 1,300 jobs and $4 billion in 
economic activity. 

D&O increased sevenfold over last 
decade. Adept Technology, the only 
U.S. robotics company, pays $450,000 
for $5 million in D&O insurance. A 
similar Canadian company pays $40,000 
for a $4 million policy. 

The litigation tax represents a team 
of five or six engineers, a new product 
or new technology. 

Ed McCracken, CEO Silicon Graph-
ics: current system is ‘‘uncontrolled 
tax’’ on innovation that is ‘‘impacting 
real creation of jobs.’’ 

Seventy-nine percent of senior cit-
izen investors say defendants should 
pay the damage award according to 
percentage of default. They are right. 
Present and former SEC Chairmen 
Levitt, Breeden, and Ruder agree with 
them, so do former SEC Commissioners 
Beese and Sommer. 

Under current law, someone who is 
only 1 percent responsible can be made 
to pay the entire amount, the entire 
judgment, the entire award. Breeden, 
former SEC Chairman, called the 
present system ‘‘inverted, dispropor-
tionate liability.’’ Parties who are cen-
tral to perpetrating a fraud often pay 
little, if anything. At the same time, 
those whose involvement might be only 
peripheral and lacked any deliberation 
or any knowing participation in the 
fraud often pay most of the damage. 

Joint and several is the engine that 
drives abusive securities lawsuits. 
Plaintiffs’ class action lawyers know 
this and use it to extract settlements. 
We should not turn professionals into 
insurers. We should not turn account-
ing firms, lawyers, and others who are 
the professionals involved in securities 
into insurers. Inclusion of deep pocket 
defendants increase the likelihood of 
settlement. Including an accounting 
firm or underwriter, they might add 
about one-third to the expected settle-
ment value of the case. That is what 
the National Economic Research Asso-
ciate study said. 

One accounting firm was sued for $200 
million, paid $999,000 in settlement, 
spent $8.4 million in defense in a case 
growing out of gross fees to that firm 
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of $91,000. No auditors for high-tech-
nology companies; hard-to-find direc-
tors—all of these things are hap-
pening—no choice but to settle. These 
are qualities that the current system is 
creating in our economic environment. 
No auditors for high-technology com-
panies; hard-to-find directors; no 
choice but to settle. 

These cases have a settlement rate 
between 85 and 95 percent. This is be-
cause no one can chance going to trial. 
The settlement rate for most civil liti-
gation is 40 to 45 percent, a huge dif-
ference in these kinds of cases. Lim-
iting joint and several liability will 
significantly reduce the number of friv-
olous suits brought against defendants 
who have done nothing wrong but are 
seen as deep pockets. One of the most 
active plaintiff class action lawyers 
wrote: 

Class actions are judicial monstrosities. 

Enacting two-tiered liability will 
make sure we have fewer frivolous ju-
dicial monstrosities. This bill, S. 240, 
would retain current law for defend-
ants who engage in knowing fraud. So 
when we speak of safe harbor and pro-
portionate liability, let us understand 
that in this new law, defendants who 
engage in knowing fraud are liable for 
the entire amount and there is no safe 
harbor for them. Other defendants who 
have some culpability are responsible 
for their share of the judgment, with 
two exceptions, and they are two items 
we are speaking about on the floor 
today. 

Small investors: All defendants are 
jointly and severally liable for small 
investors; that is, a net worth of 
$200,000 or less who lost 10 percent or 
more of their net worth. 

In a very real sense, what we are 
doing there is providing some insur-
ance for them and saying that this sys-
tem ought to provide that kind of in-
surance. 

Also, in the case of insolvent co-
defendants, we say the solvent defend-
ants must make an additional payment 
up to 50 percent of their own liability. 

All of these were efforts to make this 
bill unquestionably fair and fair-inten-
tioned. 

Let us move on to 81 percent of the 
senior citizen investors said they would 
like to see mandatory penalties against 
lawyers who aid in bringing frivolous 
suits; 70 percent said the loser of a friv-
olous suit should pay the legal fees of 
both sides. S. 240 makes a modest step 
to do what the seniors want and what 
they want us to do. It makes the 
judges—and I repeat, it makes the 
judges—look closer at these cases and 
to discipline lawyers who file frivolous 
suits. 

Whenever one of these lawsuits is fin-
ished, dismissed, settled, or taken to 
trial, the judge is required to make a 
determination regarding all attorneys: 
Did the attorneys comply with rule 11? 
Did the case have some basis? Did the 
defense have some basis? If not, the 
judge must impose penalties, and if the 
judge finds that rule 11 was violated, 

the case was frivolous and the case was 
thrown out of court on a motion to dis-
miss, the presumption is the class ac-
tion attorney will pay the prevailing 
attorney’s legal fees. That is a far cry 
from loser pay but a small step in the 
direction of trying to get what 81 per-
cent of the senior citizen investors 
said, and that is bring some account-
ability to lawyers who file frivolous 
lawsuits in this area of the law. 

Seniors in the poll thought Congress 
should go further. Frankly, I would 
have preferred something stronger, but 
this is a good compromise and it ought 
to be retained and clearly will be a step 
in the right direction. 

Seventy percent of the senior inves-
tors said at least one member of their 
households was a member of the AARP. 
AARP wrote the committee a letter on 
May 24. They oppose loser pay even 
though the poll showed seniors said it 
was a good idea. The bill has no loser 
pay provision. It has the provisions I 
have just described. 

They oppose proportionate liability, 
yet the seniors polled thought it was a 
good idea. Any attempt to raise 
scienter knowledge from the standard 
of reckless to intentional omissions. 
The bill does not alter the conduct ac-
tionable under the securities law. 

The PRESIDING OFFICER. The Sen-
ator has consumed his 10 minutes. 

Mr. DOMENICI. I yield myself 5 addi-
tional minutes. They added to their op-
position a concern about safe harbor 
which we will discuss later. 

I ask that as part of my discussion 
here this morning with the Senate, 
that these poll results in detail be 
printed in the RECORD. They are only 
21⁄2 pages long. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
NEW POLL FINDS SENIOR AMERICAN INVESTORS 

SUPPORT SECURITIES LITIGATION REFORM 
WASHINGTON, March 22.—By an over-

whelming margin, Americans aged 50 and 
over who invest in stocks or mutual funds 
say they favor legislation that would make 
it harder for lawyers to file frivolous securi-
ties lawsuits against America’s high growth 
companies. 

Nearly seven out of ten investors surveyed 
say they favor legal reforms to crack down 
on lawsuit abuse. According to a new survey 
conducted by Public Opinion Strategies for 
The National Investor Relations Institute 
(NIRI), eight out of ten (81 percent) say they 
would like to see mandatory penalties 
against lawyers ‘‘who aid in bringing a frivo-
lous lawsuit’’; more than two-thirds (70 per-
cent) say the loser of a frivolous suit should 
pay the legal fees of both sides; and 79 per-
cent say defendants should only pay damage 
awards according to their percentage of 
fault. Only 21 percent of those polled oppose 
litigation reform. 

The survey, completed shortly after a 325– 
99 bipartisan vote by the House of Represent-
atives for securities litigation reform, was 
released in advance of Senate consideration 
of reform measures. 

It shows that older investors are concerned 
that excessive lawsuits hurt American com-
petitiveness. Some (87 percent) say they 

worry that lawsuits are diverting resources 
that could be used on product research and 
business expansion to create jobs. 

A similar number (88 percent) believe law-
yers, not shareholders, are the primary bene-
ficiaries of securities lawsuits. Asked about 
a variety of legislative options, investors fa-
vored measures to penalize those who abuse 
the system: 

Question. Please tell me whether you would 
FAVOR or OPPOSE each of the following 
proposals. 

[In percent] 

Total 
favor 

Total op-
pose 

Don’t 
know/re-
fused to 
answer 

Requiring the loser of a frivolous law-
suit to pay legal fees for both 
sides ................................................ 69 24 7 

Requiring mandatory penalties for 
lawyers who aid in bringing a friv-
olous lawsuit ................................... 81 12 7 

Forcing defendants to only pay dam-
age awards according to their per-
centage of fault, instead of forcing 
them to pay damages they are not 
responsible for ................................. 79 12 9 

Limiting so-called professional plain-
tiffs to five class action suits every 
three years ....................................... 57 25 18 

Prohibiting participation in a suit by 
an attorney owning the stocks or 
mutual funds at issue .................... 58 31 11 

Louis M. Thompson, NIRI President & 
CEO, said the survey demonstrates that 
many American investors are concerned that 
lawsuits erode the value of their investment 
savings as they near retirement age. More 
than one-third of those polled are age 65 or 
older and 70 percent said that at least one 
member of their household was a member of 
the American Association of Retired Per-
sons. 

‘‘Frivolous lawsuits pose a direct threat to 
the financial well being of those Americans 
who are investing for their future, including 
retirement,’’ Thompson said. ‘‘These law-
suits don’t just target companies, they paste 
a bulls eye on American investors.’’ 

Survey respondents also say stock price 
declines are a normal investment risk and 
not, by themselves, evidence of fraud or 
grounds for a lawsuit. Only 15 percent say an 
annual decline of 50 percent in a stock’s 
value was grounds for a lawsuit, and only 
one in ten believe a 10 percent decline in a 
few days is grounds for legal action. How-
ever, 85 percent say a company that know-
ingly provides false information to investors 
should be sued. 

The survey of 800 American investors aged 
50 or above was conducted by Public Opinion 
Strategies on March 18-21. The survey has a 
margin of error of plus or minus 3.5 percent. 
All those surveyed reported investments in 
stocks or mutual funds. Copies of the full 
study can be obtained by calling NIRI at 703- 
506-3570. 

The National Investor Relations Institute, 
now in its 25th year, is a professional asso-
ciation of 2,650 corporate officers and inves-
tor relations consultants responsible for 
communication between corporate manage-
ment, shareholders, security analysts and 
other financial publics. 

Mr. DOMENICI. Mr. President, S. 240 
is good for small investors. Investor 
empowerment increases control over 
lawsuits and settlements. The current 
system involves class members who 
sign on the dotted line to claim their 
share of a settlement or recovery, usu-
ally amounting to 6 to 8 cents on the 
dollar. Investors receive also insuffi-
cient settlement information. 

Lawyers often compromise the class-
es’ best interests to maximize lawyer 
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fees. Example: In the Prudential Insur-
ance case, the attorneys wanted to set-
tle for $37 million. The California secu-
rities director, Gary Mendoza, ob-
jected, and got the class $90 million. 
Then they wanted to base their fees on 
the bigger settlement, even though 
they originally were willing to settle 
the case for much less. 

The bill shifts some of the power in 
these cases from the entrepreneurial 
class action attorneys to the people 
who have an expertise in managing re-
tirement funds and other members of 
the class who are not ‘‘pet plaintiffs.’’ 
It also vests more power in the judges 
who have to be the final arbiter of 
these cases, including the money that 
goes to the lawyers. 

It requires lawyers to actually locate 
plaintiffs who genuinely are aggrieved 
before filing the suit. Notice of settle-
ment proposals have to be sent to the 
class, be in a user-friendly format 
which they can understand, provide 
clear and specific information relevant 
to investors’ decision whether to ac-
cept settlement, challenge legal fees, 
opt out or say no thanks. 

Under the current system, individ-
uals can be bound by the settlement 
without knowing anything about it. 
But under S. 240 investors will get a 
phone number to call for information, 
and we can go on with more and more 
details that make this a good bill for 
the investors of this country. Small in-
vestors, large investors, institutional 
investors, I hope, will be playing a 
more significant role in the future as 
we move to the courts of our land on 
these kinds of class action suits. 

Now, Mr. President, I ask unanimous 
consent that a statement I have pre-
pared regarding millions of dollars for 
the lawyers and coupons for the plain-
tiffs be printed in the RECORD at this 
point. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

MILLIONS FOR LAWYERS, COUPONS FOR 
PLAINTIFFS 

Members of the plaintiff class each re-
ceived a $400 nontransferable coupon good for 
a year toward a new Ford in litigation con-
cerning leaky roofs in Ford Mustangs. The 
lawyers received about $1 million in fees and 
expenses and ‘‘A Fistful of Coupons,’’ New 
York Times, May 26, 1995. 

Professors are known for their academic 
temperament. Professors are thoughtful and 
scholarly in their writings. 

Professor John Coffee of Columbia Law 
School wrote about class action lawsuits 
where the plaintiffs get coupons and the law-
yer takes the cash: 

‘‘These script settlements tend to be used 
by lawyers who are not zealous on behalf of 
the class.’’ 

Plaintiffs weren’t so scholarly in their 
commentary: 

‘‘The whole idea that the lawyer collects a 
million and the person collects nothing is 
the most asinine thing that I have ever 
heard.’’ 

This plaintiff class would have benefited 
from S. 240: Most adequate plaintiff; disclo-
sure of settlement terms; and attorney fee 
reform. 

Mr. DOMENICI. Proportionate liabil-
ity. According to Arthur Levitt, the 

current system is bad for all investors. 
So let me talk about that for a minute. 
Creating a sound liability scheme is a 
balancing exercise, all investors versus 
the plaintiffs’ class action lawyers and 
investors who happen to be plaintiffs in 
the case. Investors who are plaintiffs 
get 6 to 14 cents on the dollar. The cur-
rent system obviously is not working 
very well and, clearly, litigation has an 
adverse impact on investors and on 
businesses. 

The current system is working even 
worse than many think. Investors are 
harmed when their company is frivo-
lously sued. Stock prices are depressed. 
Dividends are less than they would 
have been, and management is side-
tracked and loses much energy in fig-
uring out what to do with a lawsuit in-
stead of making the company work, 
grow, and prosper. Small companies 
cannot obtain outside directors and 
professional advisers; directors’ and of-
ficers’ insurance gets more and more 
expensive. That means they pay less 
for their company’s activities. There 
would be smaller raises, fewer new 
jobs, and fewer new products. 

Arthur Levitt, in his April 6 written 
testimony, after discussing the interest 
in compensating plaintiff/investors, 
said: 

The Commission recognizes that there are 
competing policy considerations that are 
also derived from concern with the long- 
term interests of investors. 

It is true that Chairman Levitt has 
made what I consider ‘‘sequentially 
evolving statements.’’ His three most 
recent pronouncements indicate that 
he disagrees with the premise of the 
Sarbanes amendment that joint and 
several liability is always appropriate 
when a codefendant is insolvent. 

Arthur Levitt supports modifying 
joint and several liability in certain 
contexts. Support for a two-tier liabil-
ity system is one modification and S. 
240 is a two-tier system. 

In response to questions from Sen-
ators D’AMATO and SARBANES during 
the April 6 hearing, Arthur Levitt said: 

I think in those instances where conduct 
was willful fraud or in those instances where 
we’re talking about an issuer, that joint and 
several liability should still apply. 

The bill retains joint and several li-
ability for knowing fraud. 

Arthur Levitt said further: 
I think when we’re talking about other in-

stances, a proportionate liability scheme 
that was limited to fraud on the market 
cases where the conduct may have been reck-
less, I believe that would be a fair way of bal-
ancing it. 

A May 25 letter to Chairman 
D’AMATO identifying problems with the 
committee print did not mention joint 
and several liability. 

In the SEC’s submission to OMB, 
they did not oppose the joint and sev-
eral provision of S. 240 and did not 
argue for change sought by this amend-
ment. 

The SEC did not indicate any dis-
satisfaction with the way responsi-
bility is allocated in the event of an in-
solvent codefendant. 

Jane Bryant Quinn’s article in News-
week endorses proportionate liability. 

We have to be concerned about real 
world effect of these litigation rules. 

Mr. President, I ask unanimous con-
sent that the Boston Globe editorial 
called ‘‘Stock Response,’’ in which 
they end up saying the bill, as modi-
fied, before the Senate is a bill that 
should be adopted, be printed in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

[From the Boston Globe] 
STOCK RESPONSE 

Younger, high-tech Massachusetts corpora-
tions give the state much of its economic vi-
tality. But their volatility has provided fod-
der for litigants who exploit weaknesses in 
tort law to make extra bucks from the vul-
nerable. A bill now moving through Congress 
would tighten terms under which suits could 
be brought against corporations when per-
formance fails to match expectations. It 
would also reverse the trend toward reducing 
information available to genuine investors. 

So-called strike suits sometimes follow 
sharp drops in stock prices associated with 
unexpected bad news, usually failure to meet 
predicted performance in sales or profits. 
Such disappointments are more frequent 
among newer corporations that are often de-
pendent on a single product or a narrow 
range of products. Performances are apt to 
be erratic, and the loss of a single customer 
can inflict serious but temporary injury to 
sales figures. 

Enterprising lawyers specializing in identi-
fying such situations sometimes team with 
stockholders—some with minor stakes—to 
bring quick suits when company officers had 
predicted better results. Too often it is the 
business equivalent of suing your tout sheet, 
or maybe the horse, if you lose money at the 
track. Managements frequently settle rather 
than engage in costly litigation, even though 
they might ultimately win at trial. Further-
more, they have become increasingly wary of 
making any projections, to the detriment of 
the full disclosure that underlies a free mar-
ket. 

A move to make such suits more difficult 
while protecting shareholders from fraud by 
unscrupulous managements has been evolv-
ing in Congress for three years. It permits 
managements, with important exceptions, to 
make forward-looking projections that iden-
tify risks involved. 

Recent improvements in the bill have 
eliminated a loser-pays provision that would 
have chilled legitimate challenges to man-
agement practices, an important concession 
that preserves shareholder rights. It is essen-
tial that this protection be preserved in the 
conference committee as the bill inches to-
ward final passage. 

Mr. DOMENICI. Mr. President, State 
and local officials support reform. 
There are about 14 quotes from State 
officials who support it. 

Mr. President, supporters of the secu-
rities litigation—we have about four 
sheets of them. And I just would like to 
call to the attention of the Senate in 
submitting these that State pension 
fund administrators and regulators 
from the States of Colorado, Delaware, 
Illinois, Massachusetts, North Caro-
lina, Ohio, Oregon, South Carolina, and 
California are among those State sup-
porters from the State regulatory side. 
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I ask unanimous consent that all of 

these be made a part of the RECORD. 
There being no objection, the mate-

rial was ordered to be printed in the 
RECORD, as follows: 
THE OVERWHELMING CONSENSUS IN FAVOR OF 

SECURITIES LITIGATION REFORM 
INVESTORS WANT REFORM 

There is no denying that there are real 
problems in the current system—problems 
that need to be addressed not just because of 
abstract rights and responsibilities, but be-
cause investors and markets are being hurt 
by litigation excesses.—SEC Chairman Ar-
thur Levitt (‘‘Between Caveat Emptor and 
Caveat Vendor: The Middle Group of Litiga-
tion Reform,’’ Remarks at the 22nd Annual 
Securities Regulation Institute, January 25, 
1995). 

Most shareholder suits are brought by peo-
ple who care little, if at all, for shareholders 
as a group. The plaintiffs and their lawyers 
make grant statements about the integrity 
of the markets, but the primary motiva-
tion—and the primary outcome—is their own 
returns. Typically, plaintiffs get a small 
award, and their lawyers get a large one.— 
Nell Minow, LENS, Inc. (‘‘Time to Wake the 
Sleeping Bear,’’ Legal Times, February 13, 
1995). 

Our nation’s securities laws were enacted 
to protect investors and to improve our cap-
ital markets. However, the perverse incen-
tive of attorneys to file meritless claims has 
created the exact opposite of the intended ef-
fects of our securities laws. Abusive lawsuits 
triggered by a small group of lawyers, inflict 
tremendous harm on our nation’s financial 
system and on the individuals and organiza-
tions drawn into them.—Richard A. 
Eckstom, State Treasurer, South Carolina 
(Letter to Sen. Hollings, April 17, 1995). 

. . . [T]he current system is not working 
and needs reform. Under our current system, 
defrauded investors are receiving too little 
compensation while plaintiffs’ lawyers take 
the lion’s share of any settlement.—Man-
agers of Ten Pension Funds representing: 
The Massachusetts Bay Transportation Au-
thority; The Teachers Retirement System of 
Texas; New York City Pension Funds; Cham-
pion International Pension Plan; The Con-
necticut Retirement and Trust Funds; The 
Oregon Public Employees Retirement Sys-
tem; The State of Wisconsin Investment 
Board; State Universities Retirement Sys-
tem of Illinois; Eastman Kodak Retirement 
Plan and The Washington State Investment 
Board (Letter to Sen. Dodd and Sen. 
Dominici, July, 1994). 

[T]he amount of damages that plaintiffs 
have typically recovered represents only a 
percentage of their initial claim; but the 
lawyers who bring the claim extract substan-
tial fees from any lawsuit filed. A system 
that was intended to protect investors now 
primarily benefits their lawyers.—J. Ken-
neth Blackwell, Treasurer, State of Ohio 
(Letter to Sen. D’Amato, March 10, 1995). 

Because shareholders are on both sides of 
this litigation, it merely transfers wealth 
from one group of shareholders to another. 
However, it wastes millions of dollars in 
company resources for legal expenses and 
other transaction costs that otherwise could 
be invested to yield higher returns for com-
pany investors.—Judy Baar Topinka, State 
Treasurer, State of Illinois (Letter to Sen. 
Moseley-Braun, March 16, 1995). 

Investors are also being harmed by the cur-
rent system, as it shortchanges people who 
are victimized by real fraud . . . The plain-
tiffs’ lawyers who specialize in these cases 
profit from brining as many cases as possible 
and quickly settling them, regardless of the 
merits. Valid claims are being undercom-

pensated in the current system because law-
yers have less incentive to vigorously pursue 
them.—Janet C. Rzewnicki, Treasurer, State 
of Delaware (Letter to Sen. D’Amato, March 
21, 1995). 

The current situation in the law permits 
and even encourages the filing of lawsuits 
with very little merit against corporations. 
The benefits derived from these suits are 
going primarily to attorneys. However, the 
payments are actually coming from the 
pockets of serious, lifetime owners of the 
corporations like our members.—Thomas E. 
O’Hara, Chairman, National Association of 
Investors Corporation (Letter to Sen. Dodd, 
July 19, 1994). 

Nearly seven out of ten investors surveyed 
say they favor legal reforms to crack down 
on lawsuit abuse. According to a new survey 
conducted by Public Opinion Strategies for 
the National Investor Relations institute, 
. . . [s]ome (87 percent) say they worry that 
lawsuits are diverting resources that could 
be used on product research and business ex-
pansion to create jobs. A similar number (88 
percent) believe lawyers, not shareholders, 
are the primary beneficiaries of lawsuits.— 
National Investor Relations Institute (Press 
Release, March 22, 1995). 

The system of penalties and incentives 
contemplated by Congress is turned upside 
down. The winners in these suits are invari-
able lawyers who collect huge contingency 
fees, professional ‘‘plaintiffs’’ who collect bo-
nuses and, in cases where fraud has been 
committee, executives and board members 
who use corporate funds and corporate 
owned insurance policies to escape personal 
liability. The one constant is that the share-
holders pay for it all.—Ralph V. Whitworth, 
President, United Shareholders Association 
(Testimony before the Securities Sub-
committee, Senate Banking Committee, 
July 23, 1993). 

We are ones who are hurt if a system al-
lows someone to force us to spend huge sums 
of money in legal costs by merely paying ten 
dollars and filing a meritless cookie cutter 
complaint against a company or its account-
ants when that plaintiff is disappointed in 
his or her investment. Our pensions and jobs 
depend on our employment by and invest-
ment in our companies. If we saddle our com-
panies with big and unproductive costs that 
other countries do not pay, we cannot be sur-
prised if our jobs and raises begin to dis-
appear and our pensions come up short as the 
population ages.—Mayellen Andersen, Inves-
tor and Corporate Relations Director, Con-
necticut Retirement and Trusts Funds (Tes-
timony before the Senate Banking Securities 
Subcommittee, July 21, 1993). 

Shareholders . . . are likely to realize only 
a small percentage of their claims and have 
little active involvement in the lawsuit. 
Plaintiff’s attorneys are clearly in the driv-
ers seat.—Kurt N. Schacht, General Counsel, 
State of Wisconsin Investment Board (Letter 
to Sen. Domenici, September 27, 1993). 

[T]he plaintiffs typically recover only a 
small percentage of their claim, as the law-
yers extract large fees for bringing the suit. 
A system that was intended to protect inves-
tors now seems to benefit the lawyers.—Bill 
Owens, State Treasurer, State of Colorado 
(Letter to Sen. D’Amato, April 19, 1995). 

The concern about, and the reaction to, 
meritless lawsuits has caused industry, as 
well as accounting, law and insurance com-
panies, to increase their costs with price 
tags ultimately paid by the consumer and 
the investing public, including a large per-
centage of our retirees and pension hold-
ers.—Joseph D. Malone, Treasurer and Re-
ceiver General, Commonwealth of Massachu-
setts (Letter to Sen. D’Amato, March 22, 
1995). 

[M]eritless litigations cost companies mil-
lions of dollars—money that could be gener-

ating greater profit for the company and 
higher returns for investors.—Jim Hill, 
Treasurer, State of Oregon (Letter to Sen. 
Dodd and Sen. Domenici, June 21, 1994). 

I believe there is a compelling need to re-
form the current system of securities litiga-
tion. The problem with the current system is 
two-fold. First, the current system too often 
promotes the filing of meritless claims. Per-
haps more importantly, the current system 
does not adequately serve the interest it is 
designed to protect—the interests of de-
frauded investors.—Gary S. Mendoza, Com-
missioner of Corporations, State of Cali-
fornia (Letter to Representative Fields, Feb-
ruary 9, 1995). 

Investors will be the beneficiaries of mean-
ingful reform. The current system fails to 
distinguish cases of actual fraud from frivo-
lous cases. Typical class members receive 
less than $.14 for their losses. A system 
where private attorneys have an incentive to 
seek out cases of genuine fraud and litigate 
them to conclusion will compensate inves-
tors properly and will not coerce settlements 
which are paid by the shareholders of inno-
cent companies.—Christopher J. Murphy, 
Chairman, Association of Publicly Traded 
Companies (Testimony before the Securities 
Subcommittee, Senate Banking Committee, 
March 2, 1995, at 1). 

[We] are all victims. The mere threat of a 
securities suit makes us reluctant to provide 
the marketplace with voluntary disclosures. 
This impedes the efficiency of the market-
place by preventing investors from receiving 
full and complete information. Investors are 
harmed because investment decisions will 
not be made on a fully informed basis and 
their stocks will be improperly valued. . . . 
Please help us turn the securities litigation 
system right side up by putting investors 
first and plaintiffs’ attorneys last.—219 Cali-
fornia High Tech Executives (Letter to 
Dianne Feinstein, July 21, 1994). 

Much has been said about the fact that in-
vestors receive little, ‘‘pennies on the dol-
lar’’, in terms of the actual settlement be-
tween the company and plaintiffs’ attorneys. 
However, just as important is the point that 
the vast number of investors lost in these 
cases because during the period an emerging 
growth company is being sued its stock be-
comes moribund. Investors, large and small, 
are forced to wait the process out, sell off at 
a price that does not accurately reflect the 
company’s true status and potential or exert 
pressure on company officials to settle the 
suit regardless of the fact that the suit is 
meritless.—James Morgan, President, Na-
tional Venture Capital Association (Testi-
mony before the Securities Subcommittee, 
Senate Banking, March 2, 1995, at 7). 

Investors are ill-served by the present sys-
tem. Because issuers fear abusive litigation, 
they have sharply curtailed the amount of 
information they are willing to disclose, 
leaving investors without information essen-
tial for intelligent decision making. To the 
detriment of shareholders, abusive securities 
litigation distracts companies from their 
principal tasks, discourages the development 
of new businesses and inhibits sound risk 
taking. Finally, the existing litigation sys-
tem encourages suit regardless of merit and 
cost forces defendants to settle regardless of 
merit.—Lynn D. Dudley, Director of Retire-
ment Policy, Association of Private Pension 
and Welfare Plans (Letter to Sen. Domenici 
and Sen. Dodd, March 17, 1995). 

[M]eritless law class actions have sky-
rocketed. The need to defend unfounded liti-
gation imposes a ‘‘litigation tax’’ on capital 
formation that must ultimately be paid by 
the investing public.—Marc E. Lackritz, 
President, Securities Industry Association 
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(Testimony before the Securities Sub-
committee, Senate Banking Committee, 
March 2, 1995, at 3). 

If a suit is filed, it should be to redress a 
legitimate wrong. If a company pays a set-
tlement, it should be because the company 
did something wrong. If an injured investor 
sues, that investor should get more than a 
few cents on the dollar. I think it is fair to 
say that the views I express today are held 
by a majority of institutional investors.— 
Joh Lukomnik, Deputy Comptroller, City of 
New York (Testifying before the Sub-
committee on Telecommunications and Fi-
nance, House Energy and Commerce Com-
mittee, August 10, 1994). 

MANAGERS OF PRIVATE OR PUBLIC PENSION 
FUNDS 

Champion International Pension Plan: 
Champion International Pension Plan con-
trols over $1.8 billion in total assets. 

Connecticut Retirement and Trust Fund: 
The Connecticut Retirement and Trust Fund 
invests over $11 billion on behalf of over 
140,000 employees and beneficiaries. 

Eastman Kodak Retirement Plan: Eastman 
Kodak Retirement Plan manages over $10.9 
billion in total assets and is ranked as one of 
the largest 60 pension plans in the U.S. 

Massachusetts Bay Transportation Asso-
ciation: With over 12,000 participants, the 
Massachusetts Bay Transportation Associa-
tion controls over $772 million in total as-
sets. 

New York City Pension Funds: Over $49 
billion have been invested in the fund to in-
sure the retirement security of 227,000 retir-
ees and 130,000 vested employees. 

Oregon Public Employees’ Retirement Sys-
tem: Assets controlled by the fund total over 
$17.2 billion. The Oregon Public Employees’ 
Retirement System is ranked among the 
largest 30 pension plans in the U.S. 

State of Wisconsin Investment Board: One 
of the 10 largest pension funds in the United 
States, the State of Wisconsin Investment 
Board manages over $33 billion contributed 
by the State’s public employees. 

State Universities Retirement System of 
Illinois: The State Universities Retirement 
System is ranked as one of the country’s 100 
largest pension funds with total assets of $5.3 
billion. 

Teachers Retirement System of Texas: The 
Teachers Retirement System of Texas con-
trols over $36.5 billion in total assets on be-
half of its 700,000 members. 

Washington State Investment Board: With 
assets totaling over $19.7 billion, the Wash-
ington State Investment Board is ranked in 
the largest 25 pension funds. 

STATE PENSION FUND ADMINISTRATORS AND 
REGULATORS 

Commissioner of Corporations, State of 
California. 

Treasurer, State of Colorado. 
Treasurer, State of Delaware. 
Treasurer, State of Illinois. 
Treasurer, Commonwealth of Massachu-

setts. 
Treasurer, State of North Carolina. 
Treasurer, State of Ohio. 
Treasurer, State of Oregon. 
Treasurer, State of South Carolina. 

Mr. SARBANES. What is the time 
situation, Mr. President? 

The PRESIDING OFFICER. The Sen-
ator has 17 minutes, 30 seconds, with 6 
minutes 48 seconds on the other side. 

Mr. SARBANES. I yield myself 5 
minutes. I say to my colleague that I 
listened carefully to his statement and 
it really does not address this amend-
ment. The statement really addresses 
the overall bill and the provisions of 
the overall bill. 

There were some of the points he 
made with which I agree and some with 
which I disagree, but it did not really 
get to the question of the amendment 
before us. We had the debate on Friday 
on the joint and several issue, on 
Thursday night and Friday on the 
broad principle. We are now addressing 
the provision that is in the bill. 

I want the Senator to explain to me 
the fairness or equity—obviously, the 
proponents of this legislation have rec-
ognized a necessity to protect the 
small unsophisticated investor. What 
they have provided is that if a plaintiff 
has a net worth of less than $200,000, he 
will be regarded as such a person— 
$200,000. This, by their own statement, 
includes all of the plaintiff’s financial 
assets, including stocks, bonds, real es-
tate, and jewelry. So if you own a 
home, that is going to get an awful lot 
of people close to the $200,000 right 
there. But in addition, it would be bad 
enough if they said if your net worth is 
$200,000 or less—you have to have a net 
worth of $200,000 or less in order to be 
fully protected. If you are slightly 
above that figure, you do not get full 
protection. 

In addition, there is also a require-
ment that to be fully protected on re-
coverable damages, you have to have 
lost more than 10 percent of your net 
worth by this fraudulent scheme. So, in 
other words, if you are at the $200,000 
figure, you have to have lost more than 
$20,000 in order to be fully protected. 
Why should someone who has a net 
worth of only $200,000 not be fully pro-
tected if they get caught in a fraudu-
lent scheme and they lose $12,000? Or 
$15,000? Or $18,000? Where is the equity 
or the fairness in that? 

If you are going to limit the small 
people—I think the limit is too great 
at $200,000, but this amendment does 
not address that part of the provision 
that is in the bill. This amendment ad-
dresses the provision that in addition 
to being limited to a $200,000 net worth, 
you have to have lost more than 10 per-
cent of your net financial worth if you 
are going to be fully protected in re-
covering your damages. 

The small people are really going to 
be hit hard. The small people are really 
going to be hit hard because someone 
who has a $200,000 net worth, but only 
$5,000 of risk, loses it all. 

We say, ‘‘Well, that is too bad. You 
will not get full protection.’’ 

I cannot, for the moment, begin to 
understand the equity of that provi-
sion, and therefore the amendment 
that I have sent to the desk seeks to 
change that in order to provide addi-
tional protection for the small, unso-
phisticated investors who have been 
recognized in this bill as requiring 
some form of special protection. 

Mrs. BOXER. Will the Senator yield? 
Mr. SARBANES. I yield for a ques-

tion. 
Mrs. BOXER. I want to thank the 

Senator for this amendment. I wonder 
if the Senator has seen the extraor-
dinary list of national, State, county, 

and local public officials—it is really 
from A to W, from Alabama to Wyo-
ming—that opposes this bill in its cur-
rent form. 

I say to my friend that if some of 
these amendments are passed, this is 
going to make a great difference to a 
lot of these people, and I think to this 
administration, and certainly to this 
Senator. 

We have the Government Finance Of-
ficers Association against it, the Mu-
nicipal Treasurers Association of the 
United States against it, the National 
League of Cities, the National Associa-
tion of County Treasurers and Finance 
Officers, the North American Security 
Administrators Association, and attor-
neys general from all over the country, 
including, I notice, from New Mexico 
and others. 

These are people that do not have an 
ax to grind. I wonder if my friend has 
seen this incredible list. It is 10 pages, 
single spaced, of all the people who op-
pose this bill, and I have not even men-
tioned the consumer groups on this 
issue. 

Mr. SARBANES. I am not sure I have 
seen the list, but I hope the Senator 
will include it in the RECORD so your 
colleagues will have the benefit of see-
ing the list. 

We have a clash amongst interest 
groups, no question about it. We have a 
group of lawyers who very much are in-
volved in the securities litigation 
which my colleagues on the other side 
say are abusing the existing system. 
They are trying to address that. We 
also have a lot of corporate people who 
want to shield themselves from liabil-
ity on the other hand. 

So we have vested economic interests 
coming from both directions, most of 
the judgment coming from groups that 
have no vested interest in it, ques-
tioning the provisions of this bill as 
being excessive and as going too far. 

As the article in the New York Times 
on Sunday by Mark Griffin, the direc-
tor of the Utah Securities Division, 
states: 

What’s in the name? In the case of Private 
Securities Litigation Reform Act of 1995, 
consumers will find a world-class misnomer 
now before the Senate. The bill is more accu-
rately described as securities litigation re-
peal. 

In effect, what we have is a situation 
in which this is excessive; it goes too 
far. Even the proponents recognize that 
it went too far. They put this provision 
in that I am now trying to change, in 
a rather modest way, in order to make 
it have some meaning, rather than 
being almost meaningless. 

It has a double requirement. You 
have to be below $200,000 net worth, and 
you have to lose 10 percent of your net 
worth. If you are some small, unsophis-
ticated person with very limited 
means, below $200,000 net worth—that 
is, your house, your jewelry, your real 
estate, any stocks or bonds that you 
own, all of that added up gets you 
below $200,000—you would think at 
least we will protect that person fully, 
fully protect them. 
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Oh, no, no. In addition to having to 

be below the $200,000 net worth, you 
have to lose in this stock swindle more 
than 10 percent of your net worth. If 
your net worth is $195,000, all these 
things added up, you have to lose more 
than $19,500. 

Suppose you are a small investor 
with a net worth of $195,000, all of these 
things I enumerated. Someone talks 
you into making an investment. A lot 
of elderly people get fast-talked on the 
telephone or in person and make an in-
vestment of $5,000. They lose it; they 
lose it. The stock swindler goes bust, 
flees. There is no recovery there. The 
people advise the stock swindler, who 
were participants in the fraud on a 
reckless standard—on a reckless stand-
ard, the stock swindlers, lawyers, ac-
countants, investment advisor, people 
drawn into this thing—they are pro-
tected ahead of this innocent investor 
who has lost $5,000. I cannot under-
stand it. 

I said before that this is a ‘‘have-you- 
no-shame amendment,’’ I say to my 
colleagues on the other side with re-
spect to what you are doing to these 
small investors. Senators recognize the 
problem of the small investor, the un-
sophisticated person, and fail to ade-
quately give them any protection, is 
what it amounts to. 

That is a very important aspect. I 
would like to get the response from the 
other side focused on the provisions of 
the amendment. All we do, we put the 
amendments forward, and then we hear 
a statement about the bill as a whole. 

We said earlier, at the very beginning 
of the debate, that we accept certain 
aspects of this bill. The real question 
now is on the amendments which go to 
particular provisions in the legislation. 

I yield the floor. Perhaps we can get 
a focus on this particular amendment 
and its provisions. 

Mr. DOMENICI. Mr. President, I 
think the distinguished Senator knows 
that I was one of the Senators, along 
with Senator DODD, that introduced 
this legislation. I did not serve on the 
Banking Committee when this legisla-
tion was marked up. 

Let me see if I can explain. I do not 
have any apologies for this. I think the 
committee went, in one sense, too far. 
We are here to say, ‘‘Okay, that is 
fine.’’ Here is the theory: The Senator 
now would like to say this bill has gone 
a long way to try to get rid of the prob-
lems that joint and several liability 
brings to this kind of class action suit. 

Now, if one does not believe that 
joint and several has created any prob-
lems for deep pockets who are almost 
in an infinitesimal amount involved in 
this case and makes them liable for the 
whole thing; if one does not believe 
that the accountants are not nec-
essarily as liable unless knowingly par-
ticipating in the fraud, that they 
should not be liable for the whole set-
tlement or the whole verdict, if one 
does not believe that, obviously, those 
Senators ought to be for the Sarbanes 
amendment. 

If a Member is for changing that— 
and I spent a considerable amount of 
time, not necessarily as well as it can 
be done—explaining that the unfairness 
of the application that law to cases of 
this type by lawyers in America today, 
if a person does not believe it has been 
applied unfairly, or that it is causing 
litigation to be filed that is meaning-
less, putting huge burdens on Amer-
ica’s startup companies, if Members do 
not believe that and they want to go 
forward, then go with Senator SAR-
BANES. 

If you want to leave joint and several 
liability as it is, this essentially means 
no matter how much of the culpability 
is yours, you pay the whole amount 
whatever that amount is. We know 
what that is doing to the system. It is 
not helping clean up the system at all. 

It is causing everybody in the chain 
of this kind of activity to buy huge in-
surance policies. We have an example 
here of one that I put in the RECORD. If 
you were in business in the United 
States, and exactly the same kind of 
business with exactly the same kind of 
activity in Canada, in one country it 
would cost $40,000, and in America it 
would cost $450,000. 

That would not matter to some who 
do not think it matters what business 
has to pay. If that is a medium-sized 
business, $450,000 versus $40,000 for in-
surance coverage is a pretty big deal. It 
is like six to eight full-time engineers 
that could work at one of these compa-
nies. But they pay it in insurance so 
you can have this liability of joint and 
several. So every board of directors, 
every official, everybody in the com-
pany, the CPA’s and everyone else, can 
be liable for the entire malfeasance of 
one. 

If you do not agree with that state-
ment, if you do not agree with that po-
sition, which is basis of this new bill, 
S. 240, which reformulates class action 
suits on securities, then you start con-
sidering, who should we exclude? Who 
should we exclude from what is now 
perceived to be a more fair system for 
everybody at large? I would assume 
that if you want to change that joint 
and several, that you no longer con-
sider each and every possible defendant 
as the insurer of stockholders—wheth-
er they are little stockholders or big 
stockholders—they are not the insurer, 
that they will not lose money because 
somebody in the chain of this company 
did something wrong. 

So what did the committee do? I say 
to my fellow Senators, they said OK, 
there could be some situations when we 
want to provide more than the propor-
tionate liability, when we want to give 
a little bit of a break to some small in-
vestors who are poor. It did not mean 
that they were throwing the new sys-
tem out. In fact, they have gone to 
great lengths in this bill saying the 
new system of proportionate liability 
will be better for everyone. 

The answer to Senator SARBANES is 
much the same as one would give if we 
were on the floor discussing a Federal 

statute. When I was practicing law, if 
you stole $51 you committed a felony. 
If you stole $48 it was a misdemeanor. 
So you would come to the floor and say 
why $50? Or why did we not do $80? Or 
why did we not do $52? Why did we not 
cover the next little step? Just $51 
should not be guilty of a felony. You 
have to draw the line somewhere. 

So the committee said, we want to 
take care of a small group of investors 
whom this change in the law might af-
fect adversely. So they drew some 
lines. That is all they did. 

The Senator would like to draw the 
lines differently. Of course. The Sen-
ator from Maryland would like to draw 
a line very differently. He would like to 
throw this whole bill out. That is the 
line he would like. He would like to 
leave it like it is with maybe a few lit-
tle soft amendments. He clearly does 
not want this bill to pass. 

From my standpoint, there is no an-
swer to why you draw lines of this 
type. If you want to have a debate in 
the Senate and say instead of $200,000 
worth of net worth it should be $300,000, 
have the debate. If you want to say it 
should be $250,000, have the debate. 
Sooner or later you will draw the line 
somewhere or you will return to the 
old law. 

Mr. SARBANES. Will the Senator 
yield on that point? 

Mr. DOMENICI. I will be pleased to 
yield. 

Mr. SARBANES. I have not tried to 
draw the line on the net worth issue at 
all. The Senator says if you want to 
put it at $250,000 or $300,000—I have not 
tried to change that line. I have not 
drawn that line at all. I have left the 
line at $200,000. 

That response does not go to the 
amendment in any respect. 

Mr. DOMENICI. OK. So, I answer the 
Senator’s question before he finishes it 
by saying you delete the requirement 
that small investors lose at least 10 
percent of their net worth. 

Mr. SARBANES. That is right. 
Mr. DOMENICI. You say it does not 

matter how much they lose of their net 
worth. 

Mr. SARBANES. I am saying if you 
have a small investor, $200,000 worth of 
net worth—I am not trying to change 
the Senator’s net worth—it could be 
$300,000, could be $100,000—your net 
worth includes their home, includes ev-
erything they have—— 

Mr. DOMENICI. So the Senator does 
not want any? 

Mr. SARBANES. I am saying keep it 
at $200,000. 

Mr. DOMENICI. Right. 
Mr. SARBANES. But do not require, 

before they are held harmless they lose 
10 percent of their net worth. You have 
someone with a $200,000 net worth, they 
loose $5,000 and you say, ‘‘Tough.’’ 
That is a small investor. It is an unso-
phisticated person who is taking a real 
pounding. I am saying, why do you not 
let them at least collect what they 
lost? You have limited it to a class of 
less than $200,000 net worth. At least 
whatever they lose, let them recover. 
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Mr. DOMENICI. Let me just say, 

from this Senator’s standpoint, as I 
look at this law, proportionate liabil-
ity is fair. It is better for the entire 
system than the joint and several be-
fore. And there have been hours of 
statements on the floor on why the new 
system is better for the country, more 
fair and all the other things that have 
been said about it. 

If you want to start talking about 
changing that small group of investors 
that, somehow or another, the com-
mittee in reporting out this bill wanted 
to protect in some way, then I am not 
going to say the committee was perfect 
in every one of its lines. But I do not 
believe we ought to start with the 
premise that it is unfair when it could 
have been that there would not have 
been any exceptions, and that would 
have been a fair system. They decided 
to help small investors in some specific 
way. What they have done is not un-
fair. It may be unfair to you, Senator, 
and maybe to enough Senators to vote 
with you. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. SARBANES. I just point out to 
the Senator that the notion that it was 
unfair was encompassed by the Senator 
when he put his bill in. This was in the 
bill, put in by the Senator. So the Sen-
ator himself departed from the abso-
lutely rigorous application of moving 
to proportionate liability because he 
recognized it was not fair. 

I am just making the point, the way 
it has been defined makes it so restric-
tive that these small, unsophisticated 
investors—which my colleague is as-
serting he is providing some protection 
for —are not going to get protection. I 
am urging my colleagues to change it 
in this respect in order to provide pro-
tection for these small people. 

The fact of the matter is, the shift 
the Senator is doing is he is shifting 
the burden of uncollected damages off 
of the codefendant, who has abused the 
system, over to the insolvent defend-
ant, the victim. 

The Senator used an example be-
tween a misdemeanor and a felony, and 
he says you have to have a line. The 
line you have is you are still punishing 
the wrongdoer. The shift from a mis-
demeanor to a felony does not enable 
you to put the burden off on the victim 
of the crime. Here we are throwing it 
off on the victims, and you are doing it 
in such a way that they have no ade-
quate protection. I think these small 
investors ought to be protected. I think 
the proportionate liability ought to be 
doubled. As the Senator from New 
York indicated the other day himself 
in making a statement, that is what 
this is directed to do. I say to my col-
league, the way it is written now my 
colleague is going to have someone 
with a small net worth, they lose a 
small amount of money—he says, ‘‘Too 
bad.’’ 

They say, ‘‘But this fellow was a par-
ticipant in the fraud. They were in this 
scheme that cheated me.’’ 

‘‘Tough. Very sorry.’’ And Mr. and 
Mrs. Small investor, all across the 
country, are going to feel the brunt. 
They are going to feel the brunt of 
this. 

I should have tried to amend the net 
worth as well. I think the figure is 
much too low. But for the sake of 
drawing the distinctions we left the net 
worth. We just said all right, you got 
$200,000 net worth, you lose $15,000 in 
this fraudulent scheme. The person 
who directly perpetrated the scheme 
has fled. But his lawyer is around, his 
accountant is around, his investment 
counselor is around. And all of them 
were so reckless that they became par-
ticipants in the scheme. They did not 
blow the whistle on this person and 
therefore you are entitled to collect 
from them. And I think you ought to 
be able to collect if you are the small 
person. 

If you have lost less than 10 percent, 
you have a smaller loss—why should 
they not? That may be the only invest-
ment funds these people have. We are 
not talking about wealthy people here. 
And you are putting the burden—it is 
very important to understand, the law 
to date has been that all of the defend-
ants can be held. If one of them goes 
bankrupt, then the others can be 
brought in and made to pay. And the 
victim is held harmless. 

Now we are making the perpetrators 
of the fraud harmless as opposed to the 
victims. 

Mr. President, what is the time situ-
ation? 

The PRESIDING OFFICER. The Sen-
ator’s time has expired. The hour of 2 
o’clock now having arrived, the Sen-
ator from California is recognized to 
offer an amendment on which there 
will be 90 minutes debate. 

The Senator from California. 
AMENDMENT NO. 1473 

(Purpose: To instruct the Securities and Ex-
change Commission to report to the Con-
gress on whether senior citizens and retire-
ment plans need enhanced protection from 
securities fraud) 
Mrs. BOXER. Mr. President, I send an 

amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from California [Mrs. BOXER] 
proposes an amendment numbered 1473. 

At the appropriate place, insert the fol-
lowing: 
SEC. . STUDY AND REPORT ON PROTECTIONS 

FOR SENIOR CITIZENS AND QUALI-
FIED RETIREMENT PLANS. 

(a) FINDINGS.—The Congress finds that— 
(1) senior citizens and qualified retirement 

plans are too often the target of securities 
fraud of the kind evidenced in the Charles 
Keating, Lincoln Savings & Loan Associa-
tion, and American Continental Corporation 
situations; 

(2) this Act, in an effort to curb unfounded 
lawsuits, changes the standards and proce-
dures for securities fraud actions; and 

(3) the Securities and Exchange Commis-
sion has indicated concern with some provi-
sions of this Act. 

(b) IN GENERAL.—Not later than 180 days 
after the date of enactment of this Act, the 
Securities and Exchange Commission shall— 

(1) determine whether investors that are 
senior citizens or qualified retirement plans 
require greater protection against securities 
fraud than is provided in this Act and the 
amendments made by this Act; and 

(2) if so, submit to the Congress a report 
containing recommendations on protections 
that the Commission determines to be appro-
priate to thoroughly protect such investors. 

(c) DEFINITIONS.—For purposes of this sec-
tion— 

(1) The term ‘qualified retirement plan’ has 
the same meaning as in section 4974(c) of the 
Internal Revenue Code of 1986; and 

(2) the term ‘senior citizen’ means an indi-
vidual who is 62 years of age or older as of 
the date of the securities transaction at 
issue. 

Mrs. BOXER. Mr. President, thank 
you very much. 

The reason I had the wonderful em-
ployee of the Senate read the amend-
ment in its entirety is that it is pretty 
straightforward. As has been stated be-
fore, I am not an attorney. Because I 
tend to see these things in a very 
straightforward way, I have a rule that 
I have to really be able to show my 
amendment to the people I represent 
and make sure that they speak clearly 
to the point. 

Is it not the case, Mr. President, that 
I have 45 minutes on my side, and Sen-
ator DOMENICI has 45 minutes on his 
side? 

The PRESIDING OFFICER (Mr. 
FRIST). That is correct. 

Mrs. BOXER. Mr. President, I yield 
myself such time as I might consume, 
but I ask if the President will let the 
Senator know when she has used about 
20 minutes. 

The PRESIDING OFFICER. The Sen-
ator from California. 

Mrs. BOXER. Mr. President, since we 
are putting into the RECORD names of 
people and organizations, I wanted to 
make the point that in California a 
partial list of those who think this bill 
goes too far is as follows: The Cali-
fornia State Association of Counties, 
the county of San Francisco, Napa 
County Deputy District Attorney, the 
Stanislaus County Board of Super-
visors by resolution, the city of Bar-
stow Finance Director, the city of El 
Monte Treasurer, the Glendale Treas-
urer, the city of Whittier Clerk-Treas-
urer, the Modesto Irrigation District, 
and that is a partial list. 

I ask unanimous consent that be 
printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
STATE-BY-STATE OPPONENTS TO S. 240, AS OF 

JUNE 22, 1995 
ALABAMA 

City of Mobile, Investment-Treasury Offi-
cer Arthur J. Barnes. 

Pike County Commission, Administrator 
Steven W. Hicks. 

State of Alabama, Securities Commission, 
Director Joseph P. Borg. 

ARIZONA 
City of Bullhead City. 
City of Yuma, Accounting Director Gerald 

A. Zochowski. 
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ARKANSAS 

City of Stuttgart, Finance Officer Jane W. 
Jackson. 

Craighead County, Treasurer Russell H. 
Patton III. 

State of Arkansas, Attorney General Win-
ston Bryant. 

CALIFORNIA 

ACC Bond Holders. 
California State Association of Counties, 

Executive Director Steven C. Szalay. 
California Labor Federation—AFL–CIO. 
City of El Monte, Treasurer Henry J. 

Velasco. 
City of Barstow, Finance Director Evelyn 

Radel. 
City of Glendale, Treasurer Elizabeth W. 

Evans. 
City of Whittier, Clerk-Treasurer Gertrude 

L. Hill. 
Congress of California Seniors, President 

Lois Wellington. 
Congress of California Seniors—Los Ange-

les. 
County of San Francisco, Chief Adminis-

trative Officer William L. Lee. 
Gray Panthers of Marin, Convenor John 

Kouns. 
Modesto Irrigation District, General Man-

ager Allen Short. 
Napa County, Deputy District Attorney 

Daryl A. Roberts. 
Stanislaus County Board of Supervisors, 

Chairman Paul W. Caruso (resolution). 
Contra Costa Times editorial opposing S. 

240 (April 17, 1995). 

COLORADO 

Abbey of St. Walburga, Boulder. 
Adams County, Treasurer Helen HIll. 
Alamosa County, Treasurer Charlene 

Cockrum. 
Arapahoe County, Treasurer Bernie Ciazza. 
Benet Hill Monastery, Colorado Springs. 
Capuchin Province of North America, Den-

ver. 
City of Denver, District Attorney A. Wil-

liam Ritter, Jr. 
City of Denver, Employees Retirement 

Plan, Executive Director Michael Heitzman. 
Chafee County Board of Commissioners, 

County Administrator Frank M. Thomas. 
Colorado AFL–CIO, Jack Hawkins. 
Colorado AFSCME, Cathy Bacino. 
Colorado County Treasurers’ Association, 

President Sherry M. Rose (resolution). 
Colorado Public Interest Research Group, 

Rich McClintock. 
Colorado Senior Organization of Active Re-

tirees of International Steelworkers (SOAR), 
President Matt Peulen. 

Colorado Seniors Lobby, President Richard 
Tucker. 

Denver Federation of Teachers, Local 858, 
President Fleta Nockels. 

Eagle County, Treasurer Sherry Brandon. 
Freemont County, Treasurer Jenny 

Woltemath. 
Gray Panthers of Colorado, President Eric 

Boyer. 
Gunnison County, Treasurer Alva May 

Dunbar. 
Jefferson County, Treasurer Bob 

Bammerlin. 
La Plata County, Treasurer Edward Mur-

ray. 
Machinists Union, District Lodge 86, Presi-

dent Ray Rivera. 
Mesa County, Treasurer Gena Harrison. 
Moffat County, Treasurer Joy Hammat. 
Morgan County, Treasurer Robert Sagel. 
National Council of Senior Citizens, Re-

gion 8, Director Matt Peulen. 
Oil, Chemical & Atomic Workers Union of 

Colorado, Robert Wages. 
Otero County, Treasurer Dennis Smith. 
Ouray County, Treasurer Ramona Radcliff. 

Retired Mens’ Organization of Inter-
national Steelworkers of Colorado, President 
Mike Baca (resolution). 

Rio Grande County, Treasurer Peggy Kern. 
San Miguel County, Treasurer Sherry 

Rose. 
Sisters of St. Francis of Colorado Springs. 
Sisters of St. Francis of Penance, Denver. 
State of Colorado, Division of Securities, 

Commissioner Philip A. Feigin. 
Summit County, Treasurer Larry 

Galliland. 
Weld County, Treasurer Arthur Willis. 
Yuma County, Treasurer Mary Lou Rose. 

CONNECTICUT 
City of New Britain, Finance Director 

John Jedrzejczyk 
City of Shelton, Finance Director Louis M. 

Marusici 
Connecticut Government Finance Officers 

Association, President Glenn S. Klocko 
Newington Public Schools, Business Ad-

ministrator Alfred L. Villa 
Town of Darien, Finance Director Kathleen 

A. Clarke 
Town of Stonington, First Selectman 

David S. Burdge 
Town of Waterford, Finance Director Ar-

thur H. Davis III 
DELAWARE 

City of Dover, Finance Director Mike 
Karia 

City of Newark, Finance Director Patrick 
E. McCullar 

Delaware Association of Government Fi-
nance Officers, President Patrick E. 
McCullar 

FLORIDA 
Benedictine Sisters of Florida 
Broward AFL–CIO 
Consumer Fraud Watch 
Dade County Board of Commissioners (res-

olution) 
Dade League of Cities, President Helen L. 

Miller (resolution) 
Delray Senior Citizens 
Escambia County Board of Commissioners, 

Chairman Willie J. Junior (resolution) 
Florida AFL–CIO 
Florida AFSCME 
Florida Association of Court Clerks and 

Comptrollers 
Florida Association of Tax Collectors 
Florida Chapter, National Bar Association 
Florida Coalition to Protect Investor’s 

Rights, Coordinator Susan Glickman 
Florida Consumer Action Network 
Florida Education Association 
Florida Government Finance Officers Asso-

ciation, President Rick Atkinson 
Florida Public Interest Research Group 
Florida Silver Haired Legislature, Inc. 
Florida State Council of Machinists 
Florida State Council of Senior Citizens 
Gray Panthers of Sarasota-Manatee 
Gray Panthers of South Dade 
Northeast Florida Area Council of Senior 

Citizens 
Palm Beach County Sheriff’s Office, Sher-

iff Charles A. McCutcheon 
South Florida Water Management District, 

Director of Finance E. Barrett Atwood, Sr. 
United Faculty of Florida 
United Teachers of Dade 
Palm Beach Post editorials opposing S. 240 

(June 3 and 5, 1995) 
GEORGIA 

City of Albany, Controller Chuck Olmsted 
City of Columbus, Mayor Bobby G. Poters 
City of Forest Park, Finance Director 

Sarah Davis 
Gwinett County, Director of Financial 

Services Charlotte J. Nash 
Municipal Electric Authority of Georgia, 

President and General Manager Frank L. 
Olson 

Municipal Gas Authority of Georgia, Exec-
utive V.P. and CFO Richard W. McCullough 

State of Georiga, Employees’ Retirement 
System, Director Rudolph Johnson 

HAWAII 
State of Hawaii, Employees Retirement 

System, Administrator Stanley Siu 
City and County of Honolulu, Finance Di-

rector Russell W. Miyake 
IDAHO 

City of Pocatello, Clerk-Treasurer Peter B. 
McDougall 

ILLINOIS 
American Province of Little Company of 

Mary Sisters, Provincial Offices, Evergreen 
Park 

Benedictine Sisters, Chicago 
Chicago and Suburbs Senior Senate, Presi-

dent Joseph Ramski 
Christian Brothers of Ireland, Chicago 
City of Alton, Treasurer Daniel V. Beiser 
City of Chicago, Mayor Richard Daley 
City of Danville, Comptroller Ron E. 

Neufeld 
City of Darien, Accoutant Marie Plunkett 
City of Decatur, Treasurer Beth B. Couter 
City of Galena, City Administrator Rich-

ard A. Schutlz 
City of Joliet, Management and Budget Di-

rector Robert D. Fraser 
City of Moline, Finance Officer Kathleen 

A. Carr 
City of Peoria, City Treasurer Mary A. 

Ulrich 
City of Rolling Meadows, Acting City Man-

ager Gerald Aponte 
City of West Chicago, Director of Finance 

W.C. Warren 
Coalition of Active and Retired Employees 

P.A.C. (Police & Firemen) 
Cook County, Assessor Thomas C. Hynes 
Felician Sisters, Mother of Good Council 

Province, Chicago 
Illinois Government Finance Officers Asso-

ciation, Executive Director William Stafford 
Illinois Municipal Treasurers Association, 

President Judith E. Madonia 
Illinois State Council of Senior Citizens’ 

Organizations, President Gerald Prete 
LaSalle County, Treasurer Thomas C. 

Setchell 
Madison County, Chief Deputy-Treasurer 

Robert H. Chappell 
Missionary Sisters of St. Charles Borrome, 

Melrose Park 
Passionist Community, Holy Cross Prov-

ince, Rev. Michael J. Hoolahan 
School Sisters of St. Francis of Christ the 

King, Lemont 
Servants of the Holy Heart of Mary, Pro-

vincial Administration Kankakee 
Sisters of Mercy of the Americas, Regional 

Community of Chicago 
Sisters of St. Casimir, Chicago 
Sisters of St. Francis, Joliet 
Village of Bolingbrook, Deputy Village 

Treasurer Harriet C. Allbee 
Village of Carol Stream, Finance Director 

Stan W. Helgerson 
Village of Carpentersville, Finance Direc-

tor A. Donald Mazza 
Village of Niles, Finance Director/Treas-

urer George R. Van Geem 
Village of Sauk Village, Finance Officer 

Bev Sterrett 
INDIANA 

Conference on Corporate Responsibility of 
Indiana and Michigan, Chairperson Mary 
John Walsh 

IOWA 
Iowa Association of Counties, Executive 

Director Bill Peterson 
Iowa Municipal Finance Officers Associa-

tion, President Marian K. Karr 
Jackson County Board of Supervisors, 

Chair John J. Wiley 
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City of Cedar Rapids, Controller-Auditor 

Robert E. McMahan 
City of Iowa City, Finance Director Donald 

J. Yucuis 
KENTUCKY 

Commonwealth of Kentucky, Kentucky 
Retirement Systems, General Manager Pam-
ela S. Johnson 

LOUISIANA 
Parish of St. Charles, President Chris A. 

Tregre 
Parish of Terrebonne Consolidated Govern-

ment, Chief Administrative & Financial Offi-
cer Doug Maier 

MAINE 
City of Lewiston, Finance Director Rich-

ard T. Metivier 
Maine Council of Senior Citizens, Presi-

dent John H. Marvin 
Maine Municipal Association, State and 

Federal Relations Director Kenneth C 
Young, Jr. 

Maine Retired Teachers Association, Vice 
President Philip A. Gonyar 

Maine State AARP, Legislative Com-
mittee, Chair William H. Layman 

Maine State Employees Association, Retir-
ees Steering Committee Chair Eunice Cotton 

Southern Maine Area Agency on Aging, 
Executive Director Laurence W. Gross 

MARYLAND 
Howard County, Director of Finance Ray-

mond F. Servary, Jr. 
Marianist Provincial House, Baltimore 
State of Maryland, Office of the Attorney 

General, Securities Division, Commissioner 
Robert N. McDonald 

MASSACHUSETTS 
AFSCME Council 93, Executive Director 

Joseph M. Vonavita 
Augustinians of the Assumption, Brighton 
Citizen Action of Massachuetts, Director 

Edward Kelly 
Essex County, Retirement Board, Chair-

man-Treasurer Katherine O’Leary 
Fraternal Order of Police, Greater Boston 

Lodge, President Michael Giannetti 
Hampshire County Commission, Legisla-

tive, Charter, and Code Committee, Chair-
man Vincent J. O’Connor 

Industrial Cooperative Association Group, 
Director James Megson 

Massachusetts Association of County Com-
missioners, President Robert Stone 

Massachusetts Consumers’ Coalition, 
Chairman Paul J. Schlaver 

Massachusetts Jobs with Justice, Director 
Rand Wilson 

Massachusetts Public Interest Research 
Group, Executive Director Janet Domenitz 

Massachusetts Teachers Association, Vice 
President Melanie Kasperian 

Norfolk County Board of Commissioners, 
President William O’Donnell (resolution) 

Plymouth County Board of Commissioners, 
Chair John R. Buckley, Jr. 

Sons of Mary, Framingham 
State of Massachusetts, Attorney General 

Scott Harshbarger 
Tax Equity Alliance for Massachusetts, Di-

rector Jim Braude 
Teamsters Local 25, Recording Secretary/ 

Field Representative Richard Reardon 
Teamsters Local 122, Secretary/Treasurer 

John Murphy 
Teamsters Local 504, Secretary/Treasurer 

Dave Robbins 
Town of Concord, Finance Director An-

thony T. Logalbo 
Town of Wellesley, Treasurer/Collector 

Marc V. Waldman 
Xaverian Brothers, American Northeastern 

Province, Milton 
MICHIGAN 

City of Ann Arbor, Finance Director Allen 
D. Moore 

City of Bay City, Treasurer Judy M. Volk 
City of Berkeley, Clerk/Treasurer Leona 

M. Garrett 
City of Grayling, Treasurer Verna M. 

Meharg 
City of Kalamazoo, Administrative and Fi-

nancial Services Managing Director R. Keith 
Overly 

City of Mount Pleasant, Finance Director 
Rick L. Sanborn 

City of Southfield, Treasurer Roman J. 
Gronkowski 

Charter Township of Ada, Treasurer 
Soberberg 

Charter Township of Delta, Board of Trust-
ees (resolution) 

Charter Township of Garfield, Treasurer 
Judy McManus 

Charter Township of Independence, Treas-
urer John Lutz 

Charter Township of Van Buren, Treasurer 
Helen Foster 

Conference on Corporate Responsibility of 
Indiana and Michigan, Chairperson Mary 
Joan Walsh 

Genesee County, Controller Leonard D. 
Smorch 

Grand Rapids Dominicans, Prioress Bar-
bara Hansen 

Macomb County Treasurer Association, 
President Pamela Kondziolka 

Michigan Association of Counties, Execu-
tive Director Timonthy K. McGuire 

Passionist Community, St. Paul of the 
Cross, Rev. Michael Hoolahan 

Saginaw County, Treasurer Marvin D. Hare 
State of Michigan, Auditor General Ra-

mona Henderson Pearson 
MISSISSIPPI 

State of Mississippi, Office of the Sec-
retary of State, Assistant Secretary of State 
for Securities and Business Services Susan 
Shands 

MISSOURI 
Boone County, Treasurer Kay Murray 
Chesterfield Fire Protection Distric, Dis-

trict Administrator John W. Klos 
City of Blue Springs, Director of Financial 

Isabel Stocklein 
City of Brentwood, Finance Officer Susan 

L. Zimmer 
City of Des Peres, Director of Finance 

Brett Vuagniaux 
City of Ellisville, Director of Finance 

David S Daniels 
City of Ferguson, Director of Finance Jo 

Ann Bordeleau 
City of Fulton, Chief Financial Officer 

Jerry D. Ponder 
City of Harrisonville, Mayor C. A. ‘‘Chuck’’ 

Jones 
City of Lee’s Summit, Treasurer Kathy 

VanGordom 
City of Lexington, City Administrator Abi-

gail Tempel 
City of Macon, Finance Clerk Cathay Swan 
City of Manchester, Director of Finance C. 

Lynn Wei 
City of Moberly, Director of Finance and 

Personnel Nick Burton 
City of O’Fallon, Director of Finance 

Laura Lashley Chiles 
City of Richard Heights, City Manager Carl 

L. Schwing 
City of Rolla, Finance Director Daniel L. 

Murphy 
City of Sedalia, City Controller/Treasurer 

Pamela Burlingame 
City of Shelbina, City Clerk Charlette 

Schwieter 
City of Sugar Creek, City Clerk/Finance 

Officer Veronica A. Powell 
City of Webster Groves, Acting City Man-

ager Milton W. Matthews 
Clay County, Treasurer Beverly Corum 
Communication Workers of America Dis-

trict 6, Vice President Vic Crawley 

Hickory County Commission, Presiding 
Commissioner Bob Breshears 

Jesuits of the Missouri Province, St. Louis 
Little Blue Valley Sewer District, Finance 

Director Jay Sells 
Missouri AFL–CIO, State Director Daniel 

J. ‘‘Duke’’ McVey 
Missouri AFSCME, Council 72, Bob Carico 
Missouri Citizen Action 
Missouri Council of Senior Citizens 
John R. Perkins, Former Securities Divi-

sion Director, Missouri Secretary of State 
Municipal Finance Officers and Treasurer 

Association of Missouri, President Daniel L. 
Murphy 

Society of the Sacred Heart, United States 
Province, St. Louis 

St. Charles County, Finance Director Jo-
seph M. Kernell 

St. Louis County Municipal League, Exec-
utive Director Tim Fischesser 

St. Mary’s Institute, O’Fallon 
Sistors of the Most Precious Blood, 

O’Fallon 
State of Missouri, Attorney General Jere-

miah W. (Jay) Nixon 
Union of American Hebrew Congregations- 

-Missouri 
United Auto Workers, Region 5 
St. Louis Post Dispatch editorial opposing 

S. 240 (May 9, 1995) 
MONTANA 

Butte Area Chapter of AARP, President 
Harold Kammerer 

Butte Human Rights Coalition, Chair 
George Waring 

Carbon County, Commissioner Mona Nut-
ting (MACO resolution) 

Coalition of Montanans Concerned with 
Disabilities, President Michael Regnier 

Custer County Commission, Commissioner 
Janet Kelly (Custer resolution) 

Dawson County, Treasurer Cindi Byron 
Fergus County, Commissioner Vern Peter-

sen (MACO resolution) 
Flathead County, Commissioner Howard 

Gipe (MACO resolution) 
Gallatin County Commission, Chairman 

Kris Dunn (resolution and MACO resolution) 
Gallatin County, Treasurer Stan Hughes 
Hotel Employees & Restaurant Employees 

Union, Local 427, Organizer Secky Fascione 
Montana Association of Counties, Execu-

tive Director Gordon Morris (Resolution) 
Montana Coalition For Nursing Home Re-

form, President Alice Campbell 
Montana People’s Action, Executive Direc-

tor Jim Fleischman 
Montana Public Interest Research Group, 

Executive Director Linda Lee 
Montana Trial Lawyers, Executive Direc-

tor Russel Hill 
State of Montana, State Auditor Mark 

O’Keefe 
Stillwater County, Commission Chairman 

Vicki Hyatt (MACO resolution) 
Yellowstone County, Commissioner Mike 

Mathew (MACO resolution) 
NEBRASKA 

General Drivers and Helpers, Local Union 
No. 554, Secretary Treasurer Jerry Younger 

Nebraska Association of Public Employees, 
Executive Director Bill Arfman 

Nebraska Citizen Action, Director Walt 
Bleich 

State of Nebraska, Department of Banking 
and Finance, Assistant Director Jack E. 
Herstein 

NEVADA 
City of Las Vegas, Treasurer Michael K. 

Olson 
City of Wells, Clerk Michael T. Cosgrove 
Clark County School District, Treasurer 

Kenneth D. Selch 
NEW JERSEY 

Consumers for Civil Justice 
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New Jersey Conference of Mayors, Execu-

tive Director Don Fauerbach 
New Jersey Fraternal Order of Police, 

President Richard Whelan 
New Jersey Government Finance Officers 

Association, President Barry Eccleston 
Tax Collectors and Treasurers Association 

of New Jersey, President Vincent A. 
Belluscio 

NEW MEXICO 
City of Farmington, Mayor Thomas C. 

Taylor 
New Mexico Federation of Labor, President 

George ‘‘Jeep’’ Gilliland 
New Mexico Pro-PAC, President Gerry 

Bradley 
Progressive Alliance for Community Em-

powerment, President Pablo Trujillo 
New Mexico Public Interest Research 

Group, Executive Director Matthew White 
San Juan County, Treasurer Sid Martin 
State of New Mexico, Attorney General 

Tom Udall 
State Representative Mimi Stewart 

(Bernadillo) 
NEW YORK 

AFSCME, District Council 37, Executive 
Director Stanley Hill 

AFSCME, New York State, Political and 
Legislative Director Edward F. Draves 

American Military Retirees Association, 
National and New York President Thomas E. 
Burton 

Citizen Action of New York 
City of Newburgh, Director of Finance/ 

Comptroller Hargovind S. Patel 
City of New York, Public Advocate Mark 

Green 
Congregation of Christian Brothers, East-

ern American Province, New Rochelle 
Interfaith Center on Corporate Responsi-

bility, Executive Director Tim Smith 
Long Island Progressive Coalition, Execu-

tive Director David Sprintzen 
New York Government Finance Officers’ 

Association, President Michael A. Gealto 
New York Hotel Trades Council, AFL–CIO, 

Pensioners Society 
New York Public Interest Research Group, 

Legislative Director Blair Horner 
New York State Council of Senior Citizens, 

Executive Director Maureen H. Campbell 
New York Statewide Senior Action Coun-

cil, Board of Directors President Max Ber-
man 

Presbyterian Senior Services, Executive 
Director Dave Taylor 

Sisters of Mary Reparatrix, Bronx 
State of New York, State Comptroller H. 

Carl McCall 

NORTH CAROLINA 

Raleigh News & Observer editorial oppos-
ing S. 240 (May 27, 1995) 

NORTH DAKOTA 

North Dakota AFL–CIO, President David 
L. Kamnicz 

North Dakota AFSCME, Kevin Riconas 
State of North Dakota, Treasurer Kathi 

Gilmore 
State of North Dakota, Securities Commis-

sioner Cal Hoovestol 

OHIO 

Ashtabula County, Treasurer Robert L. 
Harvey 

City of Barberton, Finance Director Ray-
mond E. Flickinger, Jr. 

City of Cleveland, Treasurer Mary Chris-
tine Jackman 

City of Dublin, Finance Director Marsha I. 
Grigsby 

City of Jackson, Auditor Carl Barnett 
City of Lyndhurst, Finance Director Jo-

seph G. Mirtel 
City of Mansfield, Finance Director Sandra 

L. Converse 

City of Painesville, Director of Finance 
James W. Onello 

City of Tallmadge, Treasurer Steven C. 
Brunot 

City of Upper Arlington, Finance Director 
Pete Rose 

City of Vandalia, Finance Director Linda 
Chapman 

City of West Carrolton, Finance Director 
Roberta A. Donaldson 

City of Zanesville, Treasurer Walter K. 
Norris 

County Commissioners Association of 
Ohio, Executive Director Larry L. Long 

County Treasurers Association of Ohio, 
President John Donofrio 

Cuyahoga County Board of Commissioners, 
President Mary O. Boyle 

Euclid City Schools, Treasurer Lowell B. 
Davis 

Glenmary Home Missioners, Director Rob-
ert Knueven 

Greene County, County Auditor Luwanna 
A. Delaney 

Lake County, Treasurer John C. Crocker 
Municipal Treasurers Association of the 

United States and Canada, Ohio Chapter, 
Chairman Anthony L. Ianiro 

Montgomery County Board of Commis-
sioners, President Vicki Pegg 

Summit County, Treasurer John A. 
Donofrio 

Village of Edgerton, Clerk-Treasurer Kath-
leen Whitman 

Village of North Kingsville, Clerk-Treas-
urer Barbara R. Lambert 

Village of Richfield, Finance Director El-
eanor Lukovics 

Dayton Daily News editorial opposing S. 
240 (5/10/95) 

OREGON 
City of Astoria, Finance Director John J. 

Snyder 
City of Coos Bay, Finance Director Gail 

George 
City of Coquille, Recorder/Finance Direc-

tor Shirley J. Patterson 
City of Gresham, Financial and Informa-

tion Services Manager Axel Bergman 
City of Rouge River, City Recorder/Treas-

urer Leahnette M. York 
City of West Lynn, Finance Director Willie 

Gin 
Crook County, Treasurer Mary J. Johnson 
Curry County, Treasurer Trudi J. Sthen 
Deschutes County, Treasurer Helen 

Rastovich 
Douglas County, Treasurer Joanne L. 

Motschenbacher 
Gray Panthers of Salem, Convener Nate 

Davis 
Jefferson County, Treasurer Bonnie K. 

Namenuk 
Josephine County, Treasurer Jan Elsnasser 
Lincoln County, Treasurer Linda Pitzer 
Linn County, Treasurer Shannon Willard 
Malheur County, Treasurer Janice L. 

Belnap 
Multnomah County, County Auditor Gary 

Blackmer 
Northwest Oregon Labor Council, AFL– 

CIO, Executive Secretary Ron Fortune 
Oregon Public Employees Union/Local 503, 

President Karla Spence 
Oregon State Council of Senior Citizens, 

Secretary Lois Prince 
Oregon State Public Interest Research 

Group 
Oregon Trial Lawyers Association, Presi-

dent A. Michael Adler 
Polk County, Treasurer Carolyn Wall 

PENNSYLVANIA 
City of Philadelphia, Mayor Edward G. 

Rendell 
Commonwealth of Pennsylvania, Securi-

ties Commission, Chairman Robert M. Lam 
Lehigh County Authority, General Man-

ager Aurel M. Arndt 

Pennsylvania State Council of Senior Citi-
zens President David M. Lockhardt 

Vincentian Sisters of Charity 
Philadelphia Inquirer op-ed opposing S. 240 

(June 4, 1995) 
SOUTH CAROLINA 

Aiken County, Administrator William M. 
Shepherd 

Berkeley County, Supervisor James H. 
Rozier, Jr. 

City of Columbia, Mayor Robert D. Coble 
City of Greer, Finance Director Mary P. 

Greer 
City of Mount Pleasant, Cheryll N. Woods- 

Flowers 
City of Sumter, Mayor Stephen M. Creech 
City of Union, Mayor T. Burton 

Williamson, Sr. 
Lexington County, Treasurer William O. 

‘‘Bill’’ Rowell 
State of South Carolina, State Comptroller 

General Earle A. Morris, Jr. 
South Carolina Association of Counties, 

Executive Director Michael B. Cone 
SOUTH DAKOTA 

Charles Mix County, Auditor Norman 
Cihak 

Marshall County, Treasurer Nelva 
Kristofferson 

South Dakota AFL–CIO, President Jack 
Dudley 

South Dakota AFSCME, President Paul 
Aylward 

State of South Dakota, Department of 
Commerce and Regulation, Division of Secu-
rities, Director Debra M. Bollinger 

Yankton County, Commissioner Kathleen 
Piper 

TENNESSEE 

East Tennessee International UAW Retired 
Workers Council, President James W. 
Renshaw 

Hamilton County, County Executive 
Claude Ramsey 

Tennessee Association of County Execu-
tives, Executive Director Fred E. Congdon 

Tennessee State Senate Majority Leader 
Ward Crutchfield 

TEXAS 

City of Cleburne, Finance Director Greg 
Wilmore 

City of Meadows, Secretary/Treasurer 
Elaine Herff 

UTAH 

State of Utah, Division of Securities, Di-
rector Mark J. Griffin 

City of Bountiful, Treasurer Galen D. Ras-
mussen 

City of Ferron, Treasurer Brenda S. Bing-
ham 

City of Ogden, Department of Management 
Services, Treasury Division, Fiscal Oper-
ations Manager J. Norman Burden 

VERMONT 

AFSCME Council 93, Vermont Coordinator 
George A. Lovell, Jr. 

Central Vermont Council on Aging 
City of Burlington, Mayor Peter Clavelle 
Council of Vermont Elders 
Older Women’s League 
Southwestern Vermont Council on Aging 
State Representative Jerry Kreitzer, 

Chair, House Government Operations Com-
mittee 

State Representative Kathleen Keenan, 
Chair, House Commerce Committee 

Teamsters Union Local 597 
Vermont Labor Forum 
Vermont NEA, President Marlene R. Burke 
Vermont Public Interest Research Group 
Vermont State Labor Council, AFL–CIO 
Vermont Trial Lawyers Association 

VIRGINIA 

Benedictine Sisters of Virginia, Bristow 
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City of Falls Church, Treasurer H. Robert 

Morrison 
City of Hopewell, Finance Director 

Elesteen Hager 
City of Roanoke, Finance Director James 

D. Grisso 
City of Suffolk, Finance Director Carroll 

L. Acors 
City of Waynesboro, City Auditor Frank 

Fletcher 
Commonwealth of Virginia, State Corpora-

tion Commission, Division of Securities and 
Retail Franchising, Director Ronald W. 
Thomas 

Henrico County, Finance Director Dennis 
W. Kerns 

Montgomery County Board of Supervisors, 
County Administrator Betty Thomas 

Town of Rocky Mount, Finance Director 
Don E. Fecher 

Town of Warrenton, Mayor J. Willard 
Lineweaver 

Vinginia Association of Counties, General 
Counsel C. Flippo Hicks 

WASHINGTON 
Association of Washington Cities, Presi-

dent Judy Boekholder 
City of Anacortes, Finance Director 

George Khtaian 
City of Chelais, Finance Director Jo Ann 

Hakola 
City of Spokane, Mayor Jack Geraghty 
Clark County, Treasurer Doug Lasher 
Cowlitz County, Treasurer Donna Rolfe 
King County, County Executive Gary 

Locke 
King County Union Retirees Council, AFL– 

CIO, President E.G. Kroener 
Seattle Community College District, Ed-

ward Woodel 
Skagit County, Treasurer Judy Menish 
Thurston County, Treasurer Michael J. 

Murphy 
State of Washington, Department of Fi-

nancial Institutions, Securities Adminis-
trator Deborah R. Bortner 

State of Washington, Department of Re-
tirement Systems, Director Sheryl Wilson 

State of Washington, Treasurer Daniel K. 
Grimm 

The Seattle Times editorial opposing S. 240 
(May 29, 1995) 

Seattle Post-Intelligencer editorial oppos-
ing S. 240 (June 2, 1995) 

WEST VIRGINIA 

City of Bridgeport, Finance Director Keith 
L. Boggs 

State of West Virginia, Treasurer Larrie 
Bailey 

State of West Virginia, Board of Invest-
ments, Executive Director H. Craig Slaugh-
ter 

WISCONSIN 

City of Green Bay, Assistant Finance Di-
rector Brian C. Ruechel 

City of Horicon, Clerk-Treasurer David J. 
Pasewald 

City of Hudson, Clerk-Treasurer Gerald P. 
Berning 

City of Oak Creek, Treasurer Barbara R. 
Davison 

City of Oshkosh, Finance Director Edward 
A. Nokes 

Holy Cross Sisters, Merrill 
Milwaukee County, Treasurer Thomas W. 

Meaux 
School Sisters of St. Francis, Milwaukee 
Sisters of the Divine Savior, Milwaukee 
Sisters of the Sorrowful Mother, Brown 

Deer 
Town of Delavan, Treasurer Dorothy 

Fladten 
Village of Greendale, Clerk-Treasurer 

Dianne S. Robertson 
Wisconsin State Council of Senior Citizens, 

President Charlie Williams 

WYOMING 
Wyoming Association of Municipal Clerks 

and Treasurers, President Kathleen Whitney. 

Mrs. BOXER. Mr. President, my 
amendment takes a very conservative 
approach to what I think could be a 
terrible, unintended consequence of 
this bill. 

Many times when we pass legislation 
with the best of intentions, with the 
best of minds, we come up short and we 
find out that in fact we hurt people in-
stead of helping them. Since I know 
that every one of us is here to help peo-
ple, every one of us is here to protect 
investors, every one of us is here to 
show that we are fair, reasonable and 
that we are just, I think the amend-
ment I am offering ought to be accept-
ed by the other side. I hope it will be. 

It simply asks the SEC to report to 
us in 180 days as to whether senior citi-
zens and qualified retirement plans 
need more protection than that which 
is called for under S. 240. 

All I am doing in this amendment is 
ensuring that the most vulnerable tar-
gets of securities fraud, the elderly, are 
not going to be even more vulnerable 
as a result of this bill, S. 240. Frankly, 
I am afraid that they will be. This is 
not just my opinion; many senior 
groups oppose this bill in its current 
form. They want us to amend it. They 
are very concerned about the impact of 
this bill on their retirement plan, on 
their ability to not become a burden to 
their families. 

This bill’s entire focus is to make it 
more difficult to bring a class action 
lawsuit involving fraud. That is its 
purpose. I understand it. We want to 
make sure there are no frivolous law-
suits filed. We do not like these strike 
suits. We want to get rid of them. But 
I am concerned that, if the 
proconsumer amendments continue to 
be beaten back in this Senate as they 
were in committee and the first one 
which was here in the Senate, clearly 
the ones who will be hurt the most are 
the ones who are the clearest targets 
for crooks. 

I want to share with my colleagues a 
couple of articles that appeared in the 
recent press showing that senior citi-
zens are, in fact, the target of crooks. 
I am going to show you a couple of ar-
ticles. Here we have an article from the 
AARP Bulletin, a publication of the 
American Association of Retired Per-
sons. 

‘‘Targeting the Vulnerable.’’ 
‘‘Stock Schemes a New Peril.’’ 
I am going to read it. 
To Earl Bonsey of Dover, Maine, it sounded 

almost too good to be true. As it turned out, 
it was. The 69-year-old retired carpenter 
thought he was investing $15,000 in a safe, 
high-yield mutual fund. Instead, he got a 
high-risk junk bond fund and lost a third of 
his money. 

Thousands of older Americans now find 
themselves in similar situations, and the 
problem is worsening, experts say. ‘‘Al-
though there are no firm statistics, we know 
that countless numbers of older persons are 
being bilked out of millions of dollars every 
year—dollars that often represent the sav-
ings of a lifetime.’’ 

Here is an article from the New York 
Times just last month. 

‘‘If the Hair is Grey, Con Artists See 
Green.’’ ‘‘The Elderly Are Prime Tar-
gets.’’ 

I am going to read just a portion of 
this. 

Finding victims is simple. Older people are 
fairly easy to contact, either through zip 
codes or mailing lists. Sometimes they are 
taken for a ride by a parent or friend, wheth-
er it is young people who turn up on their 
doorsteps offering to carry groceries, or mid-
dle-aged people . . . in church groups. Even 
trusted local business people can turn into 
predators. The elderly ‘‘just like the Marcus 
Welby view of the world, believe that people 
in business are basically honest,’’ says Philip 
Feigin, Colorado’s Communities Commis-
sioner and President of the North American 
Securities Administrators Association which 
tracks investor fraud. 

And I might add that that organiza-
tion, the North American Securities 
Administrators Association, opposes S. 
240. This is what he says: 

So many times when we track a scam the 
investors who call us are absolutely furious 
that we broke it up. Of course, any invest-
ment made at any age can go sour, but if you 
blow it when you are 30, you have 35 years to 
make it up before you retire. If you blow it 
at 65, you may have to go back to work for 
the rest of your life. 

Now, my God, the last thing we want 
to do here is send people back to work 
at age 65 and 70 when they have lost 
their life savings or part of their life 
savings. That is just what happened in 
the Keating case, so let us be careful 
with what we do here. 

Now, the next chart shows the 
Keating scam in all its beauty. It is a 
draft; it is actually used here as a 
salesman’s training course where they 
showed their scam artists how to go 
after the elderly and it just shows how 
they look at the elderly: ‘‘Edna 
Snidlip, 1 Geriatric Way, Retiredville, 
CA.’’ 

That is the person they put up as the 
target here, and they are trying to get 
her to write a $20,000 check, and that is 
how they refer to her. And I think 
more important than that is the next 
chart which shows what Keating said 
to his staff. 

Capitalize On This. 
And always remember the weak, meek and 

ignorant are always good targets. 

It is unbelievable what goes on with 
certain bad apples in this country, who 
would target the elderly and call them 
the ‘‘weak, meek and ignorant.’’ That 
is why senior citizens oppose this bill, 
and they are going to remember what 
we do with this bill. To me, that is the 
most extraordinary thing. This is the 
way they talk about our grandmas and 
grandpas—‘‘the weak, meek and igno-
rant.’’ They are going to target them, 
and they are going to get them into 
some scheme. And then, if we do not 
strengthen this bill, they are not going 
to be able to recover. And so Senator 
SARBANES is offering some amend-
ments, I will be offering some amend-
ments, Senator SHELBY, Senator 
BRYAN, and others. I hope we will get 
some support. 
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Let me give you some of the stories 

of the senior citizens who were hood-
winked by Charles Keating, and let us 
be clear. The laws we are amending in 
S. 240 are the very laws that were used 
by these seniors to go after Keating 
and his cohorts. 

Last week, Senator BRYAN was ques-
tioned by the chairman of the com-
mittee, who said: How does this have 
anything to do with the Keating peo-
ple? It is very clear. We have the plead-
ings of the people who were hood-
winked by Keating, collected under 
these very laws. So when you change 
it—and by the way, there were forward- 
looking statements put out by Charles 
Keating which I will show later in the 
debate. 

When you change the laws, you make 
it harder for these people, whether it is 
on the proportionate liability or the 
safe harbor or the pleading require-
ments or any of the other things that 
we change by S. 240. That is why. SEC 
has problems with this. The SEC has 
many problems with many of the provi-
sions—with the safe harbor provision, 
with the lead plaintiff provision—and 
we are trying to fix this bill so that it 
is, indeed, a good bill and what it winds 
up doing is making sure we protect the 
good business people, not the bad ones. 
I wish to protect the good business peo-
ple of California, of which there are 
many, most. But there are some who 
are not. And I used to be a stock-
broker, and I can tell you this from 
that experience. People are very nerv-
ous when they give you their money to 
invest. It is a sacred trust. And to call 
these people ‘‘weak, meek and igno-
rant’’ does not deserve to be rewarded 
by legislation that makes it easier for 
these crooks. 

We should be careful. These seniors 
are warning us not to go too far. The 
seniors who were bilked by Keating 
showed up here in Washington, DC, to 
stand with some of us. Here is one of 
their stories. Barbara Marks of Bur-
bank, CA. Here is what she says. 

I have my home. I have my car, but I have 
no savings. I invested my savings but 
Charles Keating swindled it from me. I lost 
$25,000 in American Continental Corporation 
bonds I bought at Keating’s Lincoln Savings. 
I’ve received about 50 percent back from 
class action lawsuits. It’s made things much 
more difficult. I hate having no money, 

she says. 
I live check to check. If I didn’t have any 

pension and Social Security, I’d be on skid 
row. If a check doesn’t show up, I have noth-
ing. Everything I do I have to pay on time. 
If my battery goes, I have to pay. I cannot go 
to the bank and draw out money if I don’t 
have food or coffee. I have to wait until the 
next check. Last week I had no money for 3 
days. 

This is a woman who was swindled 
out of her money. Why would we want 
to do anything to make it harder for 
her to recover, or others like her? I ask 
that question. Now, I know my friends 
on the other side and my friends on 
this side who support S. 240 say I am 
wrong on this point. I say do not listen 
to me. Listen to the hundreds and hun-
dreds of people and organizations and 
consumer groups that absolutely op-

pose S. 240 in strong form. Join with 
me in this amendment so that we can 
have a study done by the SEC to tell us 
if we have gone too far and we are 
hurting seniors. Let us see what else 
she says. 

As an older person you want to think peo-
ple are honest. I thought everything was pro-
tected and everything was on the up and up. 
I thought my investment was insured. Peo-
ple should be able to collect the money 
taken from them from all who are respon-
sible, 

she says. 
This goes to Senator SARBANE’s 

amendment. 
We should benefit from those who benefit 

from taking from us. The money belongs to 
us. The Senate shouldn’t take away our 
rights. 

I ask unanimous consent to have 
printed in the RECORD the statement of 
Ms. Jeri Mellen and Ms. Joy Delfosse, 
both of Nevada, Don and Judy Maxfield 
of Arizona, John and Ethel Rabkin, 
Granada Hills, CA, and Evangeline Ivy 
of Glendale, CA. 

There being no objection, the mate-
rial was ordered to be printed in the 
the RECORD, as follows: 
PEOPLE WHO WERE SWINDLED BY CHARLES 

KEATING AND WHO OPPOSE S. 240 WASH-
INGTON, D.C. VISIT, JUNE 13, 14, 1995 

NEVADA 
1. Ms. Jeri Mellon, Henderson, NV. 
Jeri Melon lost $40,000 in American Conti-

nental Corp. (ACC) bonds, which she pur-
chased at Lincoln Savings & Loan in Sher-
man Oaks, California in the last 1980’s. 

She says, ‘‘The bank had set aside a desk 
near the front of the bank so that you were 
seen coming and going. The individual sell-
ing the bonds was always a well-dressed, 
young college graduate. He was charismatic, 
charming, good-looking, attentive, and very 
well versed in his approach to clients. 

‘‘The tellers advised you to put your 
money in the bonds rather than a CD. Lin-
coln Savings was insured, so I felt that if the 
bank was endorsing these bonds, they would 
have to be insured.’’ 

2. Ms. Joy Delfosse, Henderson, Nevada. 
Joy Delfosse lost $21,000 in ACC bonds that 

she purchased at Lincoln Savings & Loan in 
Sherman Oaks, Ca. She had been a customer 
of Lincoln Savings since 1969; and when a CD 
of hers came due, the Lincoln tellers she 
trusted convinced her to put her money into 
ACC bonds. 

ARIZONA 
1. Don and Judy Maxfield, 
Don and Judy Maxfield lost $21,000 in ACC 

bonds, when they were living in Lakewood, 
CA. in the 1980’s. They purchased the bonds 
at their local Lincoln Savings bank in the 
Lakewood Mall. when their CD’s came due, 
Lincoln tellers persuaded them to put their 
money into ACC bonds. At the time, the 
Maxfields were looking forward to retire-
ment and felt the bonds were an attractive 
investment, since they were being sold by 
Lincoln Savings. 

CALIFORNIA 
1. Sam and Ethel Rabkin, Granada Hills, 

CA. 
Sam and Ethel Rabkin lost $100,000 in ACC 

bonds, which they purchased at the Lincoln 
Savings & Loan where they banked at Gra-
nada Hills, CA. They said, ‘‘Lincoln was a 
family bank with all the tellers knowing you 
by your first name and they made you feel 
part of the family.’’ 

2. Evangeline (Van) Ivy, Glendale, CA. 
Evangeline (Van) Ivy and her husband lost 

$100,000 in ACC bonds, which they brought at 
the Lincoln Savings & Loan in their town of 

Glendale CA. They were regular customers of 
the Lincoln Savings in Glendale; they pur-
chased their bonds when their CDs came due, 
based on information from Lincoln sales peo-
ple that the bonds were safe. 

Mrs. BOXER. Sam and Ethel Rafkin 
lost $100,000 in junk bonds. They said: 

Lincoln was a family bank with all the 
tellers knowing you by your first name and 
they made you feel part of the family. 

Sure, they did. But in the back rooms 
they laughed at them and called them 
the ‘‘weak, meek and ignorant.’’ 

We better be careful when we change 
our securities laws that we do not as an 
unintended consequence—I do not 
think anyone, of course, intends to do 
that—reward that kind of crook. We 
know Charles Keating targeted the el-
derly. We know many others target the 
elderly. I showed you some of those ar-
ticles. Charles Keating ran afoul of the 
securities laws. The securities laws 
that this bill will change will be 
changed deeply and adversely: 18,000 of 
the 23,000 people who bought Charles 
Keating’s junk bonds were elderly— 
well, we know why; they targeted the 
elderly; junk bonds that did not drop 
10, 20, or 30 percent in value but junk 
bonds that became 100 percent worth-
less; 18,000 people swindled. That is a 
small city. Make no mistake, the elder-
ly are the target, and that is why my 
amendment is such a good amendment, 
because it simply says to the SEC: 
Take a look at what the Senate has 
done and the House has done with S. 
240 and let us know in 180 days. Should 
we take some actions to make sure 
that senior citizens are better pro-
tected? 

Mr. President, have I used up the 20 
minutes at this time? 

The PRESIDING OFFICER. The Sen-
ator has used 16 minutes. 

Mrs. BOXER. I say we better make 
sure we know what we are doing. We 
better make sure that at the end of the 
day, as the proponents of S. 240 cele-
brate their victory, it is not a short 
lived victory, because I will tell you, 
Mr. President, there is no wrath like 
the wrath of the elderly. There is no 
wrath like the wrath of people who 
took their hard-earned retirement 
money and invested it, only to turn 
around and find out they were swin-
dled. And that wrath will come down 
on those people who changed the laws 
in such a way that good people like 
this could not invest. 

Let me give you another unintended 
consequence, and it is something that 
my friend, CHRIS DODD, has said over 
and over and over again, and he is right 
on this particular point. We have to 
make sure that people are interested in 
making investments in this Nation. We 
want to make sure they feel good about 
it, they feel protected. Or what will 
happen? Money will dry up. They will 
buy a Government bond. Why would 
they not? At least they know it is pro-
tected by the FDIC and that the full 
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faith and credit of the Treasury stands 
behind it. 

But we want people to invest in the 
business world. We want the capital to 
flow to innovation, to new technology 
so that jobs are created. So what I am 
saying is, as an unintended con-
sequence of this bill, we better be care-
ful that we do not go so much to one 
side because we do not want frivolous 
lawsuits that we, in fact, make people 
afraid that the protections are not 
there, that they will never collect if 
they are swindled and, therefore, they 
refuse to invest their money in the pri-
vate sector. And they might very well. 

I will tell you, I would have a lot of 
pause. I know a lot about this rewrite 
of securities laws, and I am very con-
cerned. 

Investment schemes that target the 
elderly are not the exception; they are 
the rule. The Senate Committee on 
Aging held hearings 2 years ago on el-
derly and retirement investor fraud. 
The assistant commissioner from my 
State securities regulators testified. 
Let me quote from his testimony: 

If I were conducting a seminar on invest-
ment fraud techniques for aspiring con art-
ists, lesson one would be: Target the elderly 
and the retired. 

So we have proof from people who are 
out there that the elderly, senior citi-
zens, and retirement plans are the 
focus of some of these bad appeals, 
these swindlers, these crooks, these 
corrupt people who have no heart at 
all. I used to call them hard-hearted. I 
do not think they have a heart. How do 
you have a heart when you take a 
grandma’s money, a widow? She has 
$20,000. You imply that it is safe, as I 
read to you before the case of that el-
derly person. How do you take that 
money and lose it knowing all along 
that is what was going to happen and 
then even claim to have a heart? 

No. 1, target the elderly and the re-
tired. 

The State securities regulators an-
nounced what they described as an 
alarming surge in investment schemes 
targeting IRA’s. 

The PRESIDING OFFICER. The Sen-
ator has used 20 minutes. 

Mrs. BOXER. Mr. President, I yield 
myself 5 minutes. They reported that 
tens of thousands of unwary Americans 
already have invested hundreds of mil-
lions of dollars of their savings for old 
age through IRA’s and other tax-de-
ferred savings. 

So we know who the targets are. And 
the Boxer amendment simply says to 
the SEC, ‘‘Help us out a little. After S. 
240 is the law of the land, take a special 
look, from the standpoint of our sen-
iors and retirement plans, and let us 
know if there is something we should 
do to strengthen the law.’’ 

I would be surprised if people fight us 
on this amendment. If they do, I will 
listen to their arguments, but it is 
hard for me to understand why we 
would not want to have this informa-
tion. 

Mr. President, today I took an early 
morning walk around the Capitol on 

the west front, and I do not know if 
you have ever seen the statue of John 
Garfield. It was put up there by his 
Army buddies. 

For the first time, I decided to take 
a look at it. It is surrounded by five 
classical sculptures, and one of them is 
a man who is holding a tablet, and the 
tablet has three words on it: Law, jus-
tice, prosperity. Those three words— 
law, justice, prosperity. 

I thought to myself, how interesting 
that I happened to look at that this 
morning. Law, justice, and prosperity. 
What we are trying to do here is to 
make sure in S. 240 that our companies 
can be prosperous by protecting them 
from frivolous lawsuits. Law, justice, 
prosperity. But, on the other hand, 
there is a balance. Are we going to go 
too far and take prosperity away from 
our seniors or, shall I say, survival 
away from our seniors? So, law, justice 
and prosperity. We are dealing with 
those words today. We do not want to 
protect the bad guys; we want to help 
the good guys, and we certainly do not 
want to hurt the senior citizens and 
those who are saving diligently for 
their retirement. 

I know lawyer bashing is the latest 
thing of the nineties. We bash every-
thing in the nineties, but particularly 
we bash lawyers, and I am against law-
yers who file frivolous lawsuits. I will 
do whatever I can to stop that. 

But let us be clear, we are doing a lot 
more here. We are going very far, as 
this Congress has done on a number of 
issues, we are going too far. We are 
going to hurt our grandmas and 
grandpas and average, decent people 
who deserve to be protected and they 
do not deserve to have a law that pro-
tects them literally torn apart—torn 
apart—so that they can be sitting tar-
gets: ‘‘the weak, the meek and the ig-
norant with no laws to help them.’’ 
That is wrong. 

We are changing many rules about 
securities laws in S. 240. The least we 
can do—the least we can do—is require 
that the SEC come back to us in 180 
days telling us what they believe the 
impact of these changes are on senior 
citizens and retirement plans. I hope 
my colleagues on both sides of the aisle 
can support the Boxer amendment. 

I retain the remainder of my time, 
Mr. President. I yield the floor at this 
time. 

I suggest the absence of a quorum 
and ask unanimous consent that the 
time be charged equally to both sides. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The clerk 
will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I was 
listening to the concern my colleague 
from California raised that senior citi-
zens might be particularly vulnerable 

to unscrupulous predators who prey on 
them because of their lack of sophis-
tication and, in many cases, take ad-
vantage of an established fiduciary re-
lationship to defraud senior citizens of 
their savings. 

I agree with my colleague that, in 
the case of Charles Keating and his 
bank, it is hard to imagine that a large 
and reputable institution, insured by 
the Federal Deposit Insurance Corpora-
tion, would engage in the kind of rep-
rehensible activities which defraud de-
positors and investors of hundreds of 
millions of dollars. People often think 
that banks have the Federal Govern-
ment’s stamp of approval and that they 
are therefore protected from these 
kinds of fraudulent practices, because 
of the various supervisory agencies— 
the Federal Reserve, the Office of the 
Comptroller—which review these 
banks. However, I reject the Senator’s 
contention that S. 240 would open the 
door to this kind of activity. Fraud is 
not countenanced by this bill. Indeed, 
deliberate or intentional 
misstatements do not receive the safe 
harbor or any other protections. In 
fact, those who make intentional 
misstatements can be held liable, po-
tentially, for all of the damages, even 
damages beyond those which they are 
found to be directly responsible. Fur-
ther, the Securities and Exchange 
Commission is empowered under this 
legislation to bring suits that before 
now they did not have the authority to 
bring. 

This legislation’s purpose is to con-
trol the race to the courthouse by 
greedy, avaricious lawyers, who look 
not to the benefit of innocent investors 
or the elderly who have been defrauded, 
but look only to enrich themselves. 
They have become legal holdup artists. 
Ninety-three percent of these cases are 
settled because it costs less for defend-
ants to settle them than the millions 
of dollars they cost to try. The lawyers 
win their settlements by alleging 
fraud; they do not prove fraud. 

It is about time that we say we are 
not going to allow the American judi-
cial system to be used in this manner; 
to allow lawyers to pirate profits from 
companies who have done nothing 
wrong, whose only mistake is that they 
are in business and that they are sub-
ject to the marketplace fluctuations. It 
is about time that we stood up to the 
lawyers who have made filing these 
cases a business. These lawyers are not 
concerned with the interests of the in-
vestors who have been abused. 

I do not want to see people’s rights to 
seek redress limited. However, this bill 
does not do that. Later, I intend to 
refer to a statement by Mr. Levitt, in 
which he is highly complimentary of 
many of the provisions of S. 240. Also I 
intend to point to a comparison be-
tween our bill and the bill that was 
passed in the House of Representatives. 

I have not heard anybody point out 
that this bill does stop these attorneys 
from racing to the courthouse, and pro-
hibits them from hiring plaintiffs so 
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that the people with real financial in-
terests are represented. These attor-
neys would rather file suit on behalf of 
a person who owns 10 shares of stock 
and who the lawyer selects than have 
to consider the interests of the de-
frauded investor. S. 240 stops this abu-
sive behavior and it should be com-
plimented for that. S. 240 would also 
legislate that if you are an accountant, 
and you discover fraud, you have an ob-
ligation to bring that up to the board 
of directors. However, S. 240 goes fur-
ther than that; it requires that your 
obligation does not end with the board 
of directors. If the board of directors 
does not act, you have to go one step 
further, and report the fraud to the 
SEC. These provisions protect the sen-
ior citizens. 

I am tired of hearing this nonsense 
that this legislation will just open up 
the doors to take advantage of people. 
People are being taken advantage of, 
this legislation tries to put a stop to 
that. Where do you think those senior 
citizens invest their money? They in-
vest in pension funds that account for 
25 percent of all the moneys invested. 
However, I did not hear my colleagues 
say, you have done a good thing by giv-
ing to these pension funds the author-
ity to pick their lawyers and control 
their litigation. While I share my col-
leagues’ concern that senior citizens 
not be hurt, I think it is unfair, that it 
is beyond the pale, to say that this bill 
protects fraud. I have heard that state-
ment a half dozen times from my col-
leagues. But this bill does not protect 
fraud. I ask my colleagues to show me 
where in this legislation we protect 
fraud. Any intentional misstatement 
and you can be held liable. There is no 
safe harbor for fraud. It is neither right 
nor accurate to say that we protect 
fraud in this bill, and I resent the fact 
that my colleagues continue to make 
these statements. 

For several weeks, my colleague has 
been talking about offering amend-
ments to help protect senior citizens. I 
have yet to see those amendments. 
This is the first amendment that has 
been introduced. It calls for a study. I 
believe that it is reasonable, and I am 
prepared, under certain circumstances, 
to accept this amendment. But I do not 
think it is unreasonable for me to ask 
what other amendments are going to 
be offered so that they are not just 
sprung on us. I hope that my col-
leagues are willing to share their 
amendments so that we can see if we 
might be able to accept them. I would 
like to be able to do that, but I cer-
tainly cannot accept amendments 
blindly. 

I yield the floor. 
Mrs. BOXER. Mr. President, how 

much time do I have left? 
The PRESIDING OFFICER. Twenty 

minutes. 
Mrs. BOXER. Before I yield to my 

good friend from Alabama, I want to 
respond to my friend from New York. 
My friend from New York, the chair-
man of the committee, worked very 

hard on S. 240. He simply has a dif-
ferent view of the consequences. You 
know, if it all was exactly the way my 
friend said it was, everyone would be 
supporting S. 240. But I have already 
put into the RECORD the names of hun-
dreds of people from Alabama to Wyo-
ming, people who are there to look out 
for the people, who have said S. 240 
goes too far. 

I already mentioned the Congress of 
California Seniors. Listen to what they 
said, and they are smart people: 

DEAR SENATOR BOXER: In behalf of the Con-
gress of California Seniors, I want to reit-
erate our strong opposition to S. 240 as it 
emerged from the Senate on May 25. This bill 
threatens the retirement savings of every 
Californian. 

My friend can pound the podium all 
he wants. He is effective when he does 
that. But so can I. 

Listen: 
This bill threatens the retirement savings 

of every Californian. It is one of the most 
anti-senior citizen pieces of legislation to be 
considered by the Congress in recent years. 

That is such strong talk from the 
Congress of California Seniors. 

So I just have to say there is a legiti-
mate disagreement here. I am very 
hopeful that my friend, the chairman, 
will accept my amendment, because I 
think that is the minimum we can do. 
I hope that he will. But we can all 
pound the table and get upset because 
we see the bill differently, which is 
what the legislative process is about. I 
hope my friend will not take it person-
ally that I see it in a different way 
than he does. 

At this time, I yield 10 minutes to 
my friend from Alabama, Senator HEF-
LIN. 

Mr. HEFLIN. Mr. President, I rise in 
support of the Boxer amendment which 
basically is to require a study as to the 
effect of securities litigation on senior 
citizens and to then come forward with 
ideas on how basically they might be 
protected in the event there are dis-
advantages that arise relative to the 
matters that are involved in securities 
litigation. 

I also rise in opposition to the bill. 
This bill has been called a reform bill. 
I think that is really a misnomer. It 
has been called by some—and they go, 
I think, a little too far—the crooks and 
swindlers protection act. However, the 
bill which proclaims to curb frivolous 
lawsuits would essentially put at a sub-
stantial disadvantage and penalize the 
victims of securities fraud and give 
protection to corporate wrongdoers and 
their aiders and abettors. 

This bill has many opponents, includ-
ing the very people who are responsible 
for investor protection and overseeing 
capital formation in the States, the 
North American Securities Adminis-
trators Association. Also the Associa-
tion for Retired People, AARP; the 
U.S. Conference of Mayors, and the 
Government Finance Officers Associa-
tion number among those that are op-
posed to S. 240. 

All oppose the bill for good reason, as 
noted by the Raleigh News Observer, 

‘‘The bill is bad news for investors pri-
vate and public and it would tie vic-
tims in legal knots while immunizing 
white-collar crooks against having to 
pay for their misdeeds.’’ 

The sponsors of this bill claim, with 
very little supporting evidence, that 
there is a litigation explosion in the se-
curities class action arena. The studies 
regarding the number of these types of 
cases do not reflect anything close to 
an explosion. In fact, they prove that 
the level of actual cases has remained 
constant for the past 20 years. In 1993 
alone there were only 140 companies 
sued; there are over 20,000 companies 
registered with the Securities and Ex-
change Commission. This small num-
ber of companies sued, only 140, hardly 
amounts to a litigation explosion. 

The proponents of the bill also claim 
that most of the cases which were filed 
are frivolous and that companies feel 
that they must settle the cases to 
avoid protracted litigation expenses. 
Well, if we were to base this reform bill 
only on what companies believe are 
frivolous suits, we would believe that 
the charges filed against the account-
ants, lawyers, and brokers involved in 
the Charles Keating, Lincoln Savings 
fraud case were frivolous. Although 
they claimed the charges were frivo-
lous, they settled for ten’s of millions 
of dollars with investors who had lost 
considerably. 

There probably are cases in which 
companies have been wrongly sued for 
stock price decreases not due to fraud 
or based on actions for which they 
should not be held accountable. Pre-
dominately this is not the case. In fact, 
according to a study performed by the 
University of California for 3 years 
ending in 1990, only 20 companies were 
hauled into court of the 589 companies 
whose stocks dropped more than 20 per-
cent in 5 days around the time of a dis-
appointing earnings report. In many of 
those 20 cases, executives were telling 
the public that everything looks great, 
while bailing out of the company and 
selling their own stock. 

The amendments offered by Senators 
BRYAN and SARBANES will go far to 
achieve a balance between protecting 
the rights of defrauded investors and 
providing protection from frivolous 
lawsuits to honest companies. These 
amendments include language which 
was part of the original version of S. 
240. I believe that the cosponsors of the 
original version of S. 240 will agree 
that the bill as reported out of the 
Banking Committee steeply tilts the 
playing fields against investors. With-
out these amendments, I cannot sup-
port this legislation which will strip 
the rights of defrauded investors. 

The amendments are supported by 
the Securities Regulators Association, 
Government Finance Officers Associa-
tion, and many others. Acceptance of 
them could resolve many concerns of 
these organizations. One amendment 
would allow the SEC to fashion 
through its rulemaking an effective 
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safe harbor for forward-looking state-
ments. The SEC and others are con-
cerned that the safe harbor in the bill 
makes it possible for defendants to 
avoid liability for false statements. 
Another amendment would extend the 
statute of limitations to allow inves-
tors enough time to file a securities 
fraud suit. Currently the bill provides 
for a time period which is widely re-
garded as too short. 

Other amendments which greatly im-
prove this bill involve the ability to 
pursue accountants, brokers, and other 
professionals who may have aided in a 
securities fraud and the apportionment 
of damages to those secondary viola-
tors. One amendment would return to 
prviate parties the ability to pursue 
aiders and abetters in securities fraud 
suits. This amendment is supported by 
State securities regulators as well as 
by the SEC. Both of these enforcement 
agencies have limited resources avail-
able and realize the need for private ac-
tions to pursue aiders and abetters. 
The other amendment would allow the 
innocent victim to be compensated 
rather than penalized due to the bank-
ruptcy of the primary violator. This 
amendment would simply restore joint 
and several liability so that the equi-
ties are in favor of the innocent inves-
tor. 

It seems odd that now we are moving 
to reform securities litigation with a 
result that would protect those who 
may create investor scams. If any re-
form needs to be addressed, based on 
the current actions on Wall Street, it 
should come in the form of greater in-
vestor protection, not making it easier 
for corporations and stockbrokers to 
mislead investors. There is currently a 
recent frenzy of mergers and takeovers. 
According to the New York Times se-
curities regulators are opening inves-
tigations into insider trading at a rate 
not seen since the 1980’s. Unfortu-
nately, I believe that if this bill were 
to become law, many of its provisions 
would soon be tested to the detriment 
of investors. 

Our financial markets do not run on 
money, they run on public confidence. 
The stock market is trading at all-time 
highs and companies are earning record 
profits. This is greatly due to the con-
fidence that investors have in the mar-
ketplace. This confidence will be dras-
tically altered if investors come to be-
lieve that not only are they at risk of 
being defrauded, but that they have no 
recourse to fight back against those 
who defraud them. 

I urge my fellow Senators to support 
all the amendments offered to put in-
vestor protection back into this bill. If 
these amendments are not adopted I 
will find it difficult to vote for a bill 
which supports those involved in fraud 
while tearing down long-standing pro-
tection in our securities law. 

In closing I would like to quote from 
a letter I received from Mr. Joe Borg, 
the director of the Alabama Securities 
Commission. In his letter, Mr. Borg 
considers the question of whether this 

bill would achieve a balance between 
protecting investors and granting relief 
to honest companies and professionals. 
He concludes that ‘‘the bill would tilt 
the balance too far in favor of cor-
porate interest and would have the ef-
fect of depriving many defrauded inves-
tors of the ability to recover their 
losses.’’ He further states that ‘‘I agree 
there is room for constructive improve-
ment of the Federal securities process. 
However, S. 240 as reported by the 
Banking Committee goes beyond the 
stated goal of curbing frivolous law-
suits and instead would in practical ef-
fect, eradicate most private actions 
under the Federal securities laws.’’ 

Mr. President, I ask unanimous con-
sent that the full letter be printed in 
the RECORD at the conclusion of my re-
marks. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

ALABAMA SECURITIES COMMISSION, 
Montgomery, AL, June 19, 1995. 

Via facsimile: 202–224–3149. 
Attn: Winston Lett. 
Hon. HOWELL HEFLIN, U.S. Senate, Wash-

ington, DC. 
Re: S. 240, the ‘‘Private Securities Litigation 

Reform Act’’. 
DEAR SENATOR HEFLIN: I understand that 

the Senate may consider as early as this 
week S. 240, the ‘‘Private Securities Litiga-
tion Reform Act.’’ In my capacity as the Di-
rector of the Alabama Securities Commis-
sion, I am writing today to express my seri-
ous concerns with S. 240 as it was reported 
out of the Senate Banking Committee. As 
you know, the Alabama Securities Commis-
sion is responsible for investor protection 
and for overseeing the capital formation 
process in Alabama. 

In evaluating the variety of securities liti-
gation reform measures that have been in-
troduced in the 104th Congress, I applied one 
test: Does the bill achieve a balance between 
protecting the rights of defrauded investors 
and provide relief to honest companies and 
professionals who may find themselves the 
target of a frivolous lawsuit? 

Regrettably, S. 240, as it was reported by 
the Senate Banking Committee, does not 
achieve this balance. Instead, the bill would 
tilt the balance too far in favor of corporate 
interests and would have the effect of depriv-
ing many defrauded investors of the ability 
to recover their losses. 

It is my understanding that pro-investor 
amendments will be offered at the time S. 
240 is considered on the Senate floor. Among 
the amendments expected to be offered are 
the following: Extending the statute of limi-
tations for civil securities fraud actions; 
fully restoring liability for aiding and abet-
ting securities fraud; narrowing the scope of 
a safe harbor for forward looking statements 
so that the Securities and Exchange Com-
mission (SEC), which has the necessary ex-
pertise, is directed to engage in rulemaking 
to develop a reasonable and effective safe 
harbor without giving corporate executives 
free rein to make misleading statements; 
and modifying the severe limitations on 
joint and several liability so that innocent 
defrauded investors have a chance to fully 
recover their losses. 

The Securities and Exchange Commission, 
the North American Securities Administra-
tors Association (the organization rep-
resenting the 50 state securities regulators of 
which I am a member), and others generally 
have expressed concerns over the bill’s treat-

ment of these issues. The amendments ex-
pected to be offered on the floor (as discussed 
above) respond to those concerns and are de-
serving of your support. Please vote in favor 
of these amendments when they are offered 
on the floor. 

If these amendments are offered and re-
jected, I respectfully encourage you to vote 
against S. 240 on final passage. 

I want to emphasize that I agree there is 
room for constructive improvement of the 
federal securities litigation process. How-
ever, S. 240 as reported by the Banking Com-
mittee goes beyond the stated goal of curb-
ing frivolous lawsuits and instead would, in 
practical effect, eradicate most all private 
actions under the federal securities laws. 

In closing, I want to stress that our finan-
cial markets do not run on money; they run 
on public confidence. It is my view that the 
confidence that investors have in the mar-
ketplace will be dramatically altered if they 
come to believe that not only are they at 
risk of being defrauded, but that they have 
no recourse to fight back against those who 
have defrauded them. I urge you to support 
balanced and targeted reform measures and 
to reject S. 240 if it does not incorporate the 
amendments discussed above. 

You may reach me at 334–242–2984 should 
you have any questions or need additional 
information. 

Sincerely, 
JOSEPH P. BORG, 

Director. 

Mr. HEFLIN. Mr. President, I yield 
my remaining time to the distin-
guished Senator from California, Sen-
ator BOXER. 

Mrs. BOXER. Mr. President, I reserve 
the balance of my time. 

The PRESIDING OFFICER. The Sen-
ator from California will have 8 min-
utes, with 36 minutes on the other side. 

Mr. D’AMATO. I would like to take a 
moment to state, as I indicated to the 
Senator from California, that we cer-
tainly would like to review her amend-
ment. While I might have difficulty 
with the language used in the amend-
ment, I do not have a problem asking 
the Securities and Exchange Commis-
sion to look at the impact this legisla-
tion would have, particularly as it re-
lates to senior citizens. 

Certainly, I think that is reasonable. 
I say that in the spirit of cooperation I 
hope that we can iron out our dif-
ferences. I would also like to point out, 
Mr. President, that I have a statement 
from the chairman of the Securities 
and Exchange Commission, who indi-
cates that he, as a businessman, finds 
there is a need for a stronger safe har-
bor. 

I quote from Chairman Levitt: 
The current rules have largely been a fail-

ure and I share the disappointment of issuers 
that the rules have been ineffective in af-
fording protection for forward-looking state-
ments. 

He goes on to say: 
. . . I know all too well the punishing costs 

of meritless lawsuits—costs that are ulti-
mately paid by investors. Particularly gall-
ing are the frivolous lawsuits that ignore the 
fact that a projection is inherently uncertain 
even when made reasonably and in good 
faith. 

That is the Chairman of the Securi-
ties and Exchange Commission who my 
colleagues like to quote so often. 
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My colleagues would have us believe 

that all is well with the securities in-
dustry. All is not well. All is not well 
when you have a band of lawyers who 
literally hire the people they represent, 
race to the courthouse to file the suit 
and allege fraud, and are then selected 
as lead counsel. 

The statement that we are protecting 
fraud, gets the hackles up on this Sen-
ator. Not only are we not protecting 
fraudulent conduct, but we are making 
sure that people are held liable for in-
tentionally making a misstatement. 
Again, I say there is no safe harbor 
anyplace for fraud. There were other 
legislative proposals that would have 
brought such a safe harbor, but not 
this bill. It is a disservice to this legis-
lation to say it protects fraud. There is 
neither intent nor language in this bill 
nor is there any way to interpret this 
bill to say that fraudulent conduct is 
protected under S. 240. 

The cost of these abusive cases is in-
calculable. It has cost business the 
ability to communicate and to give the 
information to people to which they 
are entitled. This inability is particu-
larly troublesome to the small startup 
business in the high-technology area. 
It has a chilling impact on these firms 
and it is wrong. 

The fact is that there were $1.3 bil-
lion worth of settlements, settlements 
in 1993–94, that is 93 percent of the 
cases filed. No one can afford to stand 
up defend themselves in these cases. Do 
we really believe out of all 300 cases 
that were brought, every one of them 
engaged in fraudulent conduct? That is 
absurd. Those cases were not tried they 
were settled. What we are attempting 
to do in S. 240 is to seek balance; to 
demonstrate that those who truly com-
mit fraud will not be let off the hook, 
but by the same token, we will not ex-
pose an entire class of people who are 
associated with the securities business 
to meritless suits. That is what this 
legislation does, and it does strike a 
balance. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. FRIST. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
GRAMS). Without objection, it is so or-
dered. 

The Senator from Tennessee. 
Mr. FRIST. Mr. President, I rise to 

speak today in support of S. 240, the 
Private Securities Litigation Reform 
Act of 1995, and against the proposed 
amendment. 

S. 240 is a moderate and carefully 
balanced compromise bill that permits 
investors in securities to continue to 
file and win legitimate lawsuits. How-
ever, the bill does something that is 
much needed at this time: It gives 
issuers of securities the ability to 
quickly dismiss meritless and abusive 
lawsuits. 

The current system of securities liti-
gation is clearly broken. Why? Because 
it makes millionaires out of attorneys 
who repeatedly file frivolous lawsuits. 
As a matter of fact, securities litiga-
tion costs American industry $2.4 bil-
lion a year, one-third of this amount 
being paid to plaintiffs’ attorneys. This 
results in companies being forced to 
lay off workers and consumers paying 
higher prices for goods and services. 

The bottom line is that the current 
system of securities litigation does not 
benefit investors or consumers: It bene-
fits a handful of attorneys. 

Here is how this perverse system of 
securities litigation currently works: 
There are a handful of plaintiff law 
firms in this country today that spe-
cialize in filing securities class action 
lawsuits. This is shown by the fact that 
seven plaintiff law firms in this coun-
try receive 63 percent of the legal fees 
generated by securities class action 
cases. That is seven law firms receiving 
63 percent of all of these legal fees. 

These law firms monitor the stock 
prices of businesses with computers 
every day. When a corporation stock 
price suffers a major drop, the plain-
tiff’s law firm immediately files a law-
suit. Indeed, some 20 percent—or one 
out of five—of these securities lawsuits 
are filed within 48 hours of a major 
drop in the stock price. 

The reason these law firms are able 
to file their lawsuits so quickly is that 
they sue on behalf of professional 
plaintiffs. These professional plaintiffs 
actually receive a fee, in many cases, 
for permitting themselves to be named 
in the lawsuit. The Securities Sub-
committee found that there were some 
plaintiffs who had as many as 14 securi-
ties action lawsuits filed on their be-
half. 

These law firms justify the filing of 
these lawsuits by generally alleging 
that the drop in the stock price was 
caused by the corporation or its man-
agement acting fraudulently or reck-
lessly. The lawsuits seek the corpora-
tion to pay to its shareholders damages 
in the amount of the difference be-
tween the stock price before and after 
the stock’s drop in value. 

Even if the lawsuit is meritless, the 
corporation is forced to settle, even if 
it is meritless, even if it does not make 
sense? Why? First, litigating a lawsuit 
is costly—even if your only goal is to 
get the lawsuit dismissed for failing to 
state a cause of action. This is because 
it is very difficult to dismiss such law-
suits, and defense expenses for complex 
securities class action lawsuits can 
total between $20,000 and $100,000 a 
month. 

Second, the depositions and extensive 
document review associated with these 
lawsuits are so time consuming that 
they disrupt the management of the 
business. On average, companies that 
are sued devote as much as 1,000 man-
agement and employee hours per case 
per suit. 

The end result is that it is worth-
while for a business to settle even a 

frivolous securities litigation lawsuit 
because there is rarely, if ever, any 
cheap way of dismissing it. 

Opponents to securities litigation re-
form are going to tell you that not-
withstanding all of the foregoing, in-
vestors still benefit from the current 
system of securities litigation. But I 
submit that the current system actu-
ally harms investors. 

The first problem, as was stated by 
former SEC Commissioner Carter 
Beese, is that the current system en-
courages, and I quote Mr. Beese, ‘‘. . . 
counsel to settle for amounts that are 
too low for fees that are too high.’’ The 
plaintiffs in a securities class action 
have a conflict of interest with their 
lawyers. The lawyers’ incentive is for 
an uncomplicated settlement and 
avoidance of a trial. This is because the 
difficulty and time-consuming work for 
the plaintiffs’ attorneys comes at the 
trial phase. If it can be avoided by a 
settlement, the lawyers still get their 
percentage for relatively little effort. 
Thus, the lawyer-driven nature of these 
lawsuits tends to shortchange inves-
tors who have truly been defrauded and 
would benefit from litigating the law-
suit to conclusion. 

The second problem is that in securi-
ties class action lawsuits, when a cor-
poration makes a settlement payment 
to a class of shareholders, the share-
holders who still own the corporation’s 
stock are not really getting any tan-
gible benefit in return. If the settle-
ment amount is coming from the cor-
poration’s money, then it is no more 
than a type of quasi-dividend, with a 
law firm taking on average a 33-percent 
cut for giving the shareholder the 
privilege of having the quasi-dividend 
occur. 

This will generally cause the cor-
poration’s stock price to drop, which 
indeed nullifies the benefit of the set-
tlement. If the settlement amount 
comes from the corporation’s directors 
and officers liabilities insurance, the 
corporation will be faced with partly 
paying it back through a staggeringly 
high premium the very next year. Ei-
ther way, an investor who continues to 
own a share of stock in a sued corpora-
tion does not gain much from settle-
ment of the lawsuit. 

The third and final problem is that 
investors can no longer get useful for-
ward-looking information about cor-
porations. As former SEC Commis-
sioner Carter Beese testified before the 
Securities Subcommittee: 

Companies go out of their way to disclose 
every conceivable bit of innocuous informa-
tion, but very little useful forward-looking 
information. At the same time, legions of 
lawyers scrub required filings to ensure that 
disclosures are as milquetoast as possible, so 
as to provide no grist for the litigation mill. 

With all of these problems we have 
with our current system of securities 
litigation, the moderate relief offered 
by S. 240 is necessary to protect inves-
tors, to protect consumers, and to pro-
tect jobs. 

I urge all of my colleagues to vote 
against amendments which weaken the 
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Footnotes at the end of article. 

very carefully balanced aspect of S. 240 
and to vote for S. 240’s final passage. 

I thank the Chair. I yield the floor. 
Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The bill clerk proceeded to call the 

roll. 
Mrs. BOXER. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mrs. BOXER. Mr. President, do I 
have 8 minutes remaining? Is that ac-
curate? 

The PRESIDING OFFICER. That is 
correct. 

Mrs. BOXER. I will not take but 2 
minutes of my time. 

My friend from New York is going to 
yield back his time so we can get to a 
very important amendment by the Sen-
ator from Nevada. 

I am very pleased that the chairman 
has indicated to me, although he has 
not said it definitively, that he may 
well be supporting my amendment. 

I think that we have pointed out by 
virtue of charts and some very serious 
examples that I do not think I need to 
repeat because they are very, very dif-
ficult here in this Chamber where sen-
ior citizens have been the target of 
fraud. 

I believe, because we are changing so 
many aspects of the law in this bill, 
that the SEC ought to take a look at 
what we have done and all the amend-
ments that we have incorporated or 
turned down should this bill become 
the law of the land, and then tell us 
whether or not senior citizens are as 
well protected as they should be. 

So I think that this amendment 
should have broad support. It will give 
me some comfort to know that in 180 
days, we will have a report from the 
SEC which has expressed reservations 
about this bill. 

I ask unanimous consent to have 
printed in the RECORD at this time 
some of the comments they have made 
regarding many aspects of this bill. 
They have questions about a lot of 
areas, including the safe harbor, which 
is the basic provision of the bill, pro-
portionate liability, appointment of 
lead plaintiff, aiding and abetting, and 
damages. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
RESPONSE TO OMB REQUEST FOR VIEWS OF 

THE SECURITIES AND EXCHANGE COMMISSION 
REGARDING S. 240 
The Securities and Exchange Commission 

submitted testimony on S. 240, as introduced 
by Senators Domenici and Dodd, on April 6, 
1995.1 As noted in the testimony, the Com-
mission supported many of the provisions of 
S. 240 as introduced. The Commission views 
S. 240 as ordered reported on May 25, 1995 by 
the Committee on Banking, Housing, and 
Urban Affairs as a significant improvement 
over its counterpart in the House, H.R. 1058. 

However, the Commission has significant 
concerns regarding certain provisions of S. 
240 as reported, and also believes that the 
legislation should address certain additional 
issues not included in S. 240. 

Provisions of S. 240 endorsed by the Com-
mission—The Commission supports, or does 
not oppose, the following measures: 

Class Action Reform Provisions: Except as 
discussed below, the Commission supports, 
or does not oppose, the measures set forth in 
Section 101, ‘‘Elimination of Certain Abusive 
Practices,’’ and Section 102, ‘‘Securities 
Class Action Reform.’’ 

Requirements for Securities Fraud Ac-
tions: The Commission supports, or does not 
oppose, the measures set forth in Section 104, 
‘‘Requirements for Securities Fraud Ac-
tions,’’ and Section 106, ‘‘Written Interrog-
atories.’’ 

RICO: The Commission supports the provi-
sion of Section 107, eliminating the overlap 
between private remedies under RICO and 
the Federal securities laws. 

Contribution and Settlement Discharge: 
The Commission supports those provisions of 
Section 202 that provide for a right or pro-
portionate contribution among defendants, 
and for the reduction of a judgment upon a 
settlement by an amount equal to the great-
er of the settling defendant’s percentage of 
responsibility or the amount of the settle-
ment. 

Fraud Detection and Disclosure: The Com-
mission supports Section 301,‘‘Fraud Detec-
tion and Disclosure.’’ 

Limitation on Rescission under Section 
12(2): The Commission does not oppose the 
amendment offered by Senator Bennett that 
would allow a defendant to avoid rescission 
under Section 12(2) of the Securities Act and 
reduce the damages upon proof that part of 
the plaintiff’s loss was the result of factors 
unrelated to the fraud. 

Provisions that should be included in S. 
240—The Commission has recommended that 
Congress adopt the following measures, 
which are not included in S. 240: 

Statute of Limitations: The Commission 
recommends extending the statute of limita-
tions for private securities fraud actions to 
five years after a violation occurs. Although 
S. 240 as originally introduced addressed this 
issue, the provision was deleted from the re-
ported bill. 

Aiding and Abetting in Private Actions: 
The Commission has recommended restoring 
liability for aiding and abetting in private 
actions. As discussed below, Section 108 of S. 
240 only provides authority for the Commis-
sion to bring actions based on aiding and 
abetting under the Exchange Act, and limits 
such actions to persons who act knowingly. 

Recklessness: The Commission has rec-
ommended that Congress expressly provide 
that recklessness is sufficient for liability 
under Section 10(b), and codify the definition 
of recklessness which was enunciated by the 
Seventh Circuit in the Sundstrand case.2 S. 
240 provides that defendants are proportion-
ately liable unless they commit ‘‘knowing 
securities fraud,’’ which necessarily implies 
that there is liability for reckless conduct, 
but does not expressly provide that reckless-
ness is sufficient. 

Provisions of S. 240 that the Commission 
does not support—The Commission opposes 
the following measures as currently set forth 
in S. 240: 

Safe Harbor Scienter Standard: Section 105 
creates a safe harbor for forward-looking 
statements. The Commission believes that 
the complex task of fashioning an effective 
safe harbor for forward-looking statements 
would be better addressed through Commis-
sion rulemaking pursuant to express statu-
tory authority. The safe harbor in S. 240 con-
tains important exclusions, not present in 

H.R. 1058, that address some areas of par-
ticular concern. However, the measure might 
make it possible for some defendants to 
avoid liability for certain false statements. 

We believe that the safe harbor scienter 
standard would be better if modified to in-
clude the following exclusions. 

(c) Exclusions—The exclusion from liabil-
ity under subsection (a) with respect to a 
‘‘forward—looking statement’’ that is mate-
rially false or misleading is not available: (i) 
for a natural person, if such person made 
such statement knowing that such state-
ment was materially false or misleading 
when made; or (ii) for an issuer, if such 
statement was made by or with the approval 
of an executive officer (as defined by the 
Commission) of that issuer, if such executive 
officer made, or approved the making of, 
such statement knowing that such state-
ment was materially false or misleading 
when made.3 

Provisions of S. 240 that cause concern or 
that need clarification—The following provi-
sions raise concerns or need clarification and 
may require some adjustment in order to 
achieve the desired effect: 

Proportionate Liability: Section 202 gen-
erally limits the application of joint and sev-
eral liability to defendants determined to 
have committed knowing securities fraud. 
Other defendants would be proportionately 
liable; except that, if a defendant’s share of 
the damages were uncollectible, each propor-
tionately liable defendant would be liable for 
a proportionate share of the uncollectible 
amount, up to an additional amount equal to 
50% of his own share. 

The Commission has recommended that 
Congress first enact other reform measures 
before adopting any form of proportionate li-
ability under which the burden of 
uncollectible damages owned by an insolvent 
defendant must be borne by the defrauded in-
vestor, rather than by solvent co-defendants 
who violated the federal securities laws. If 
Congress determines to adopt a system of 
proportionate liability, such as that provided 
in S. 240, the Commission has recommended 
that it not include issuers (who should re-
main liable for all damages suffered) and 
that it be limited to fraud-on-the-market 
cases, rather than applying also to cases of 
direct, considered reliance. 

Damages: Section 201 limits a plaintiff’s 
damages to the difference between the price 
paid by the plaintiff and the value of the se-
curity during the 90-day period following 
correction of the misstatement or omission. 
This provision should be limited to fraud-on- 
the-market cases. In other cases, this meas-
ure of damages may be wholly inappropriate. 
In addition, the 90 day period should be 
shortened since losses attributable to fraud-
ulent statements may be offset by price rises 
that are unrelated to the fraudulent activ-
ity. 

Aiding and Abetting in Commission Ac-
tions: Section 108 clarifies the availability in 
Commission actions under the Exchange Act 
of liability for ‘‘knowingly’’ aiding and abet-
ting. This provision should also cover reck-
less aiding and abetting and should be ex-
tended to the Securities Act, and the Invest-
ment Company Act. 

Appointment of Lead Plaintiff in Class Ac-
tion: One provision of Section 102 requires 
the court generally to appoint as lead plain-
tiff the class member that has the largest fi-
nancial interest in case. While this approach 
has merit, it may create additional litiga-
tion concerning the qualifications of the lead 
plaintiff, particularly when the class mem-
ber with the greatest financial interest in 
the litigation has ties to management or in-
terests that may be different from other 
class members. The Commission believes 
that there should be greater clarification as 
to how this concept will work in practice. 
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FOOTNOTES 

1 Testimony of Arthur Levitt, Chairman, U.S. Se-
curities and Exchange Commission, Concerning Liti-
gation Reform Proposals, Before the Subcommittee 
on Securities, Committee on Banking, Housing, and 
Urban Affairs, United States Senate (April 6, 1995). 

2 In Sundstrand Corporation v. Sun Chemical Cor-
poration, 553 F.2d 1033, 1045 (7th Cir.), cert denied, 434 
U.S. 875 (1977), the court used the following defini-
tion of recklessness: ‘‘a highly unreasonable omis-
sion, involving not merely simple, or even inexcus-
able negligence, but an extreme departure from the 
standards of ordinary care, and which presents a 
danger of misleading buyers or sellers that is either 
known to the defendant or is so obvious that the 
actor must have been aware of it.’’ 

3 If the scienter standard is modified as suggested, 
the Commission would support the safe harbor in S. 
240. If, however, the scienter standard is not so 
modified, the Commission believes that the defini-
tion of forward-looking statement in the safe harbor 
should be further narrowed, although Commissioner 
Wallman believes that certain forward-looking ele-
ments of the financial statements should receive 
safe harbor protection, such as stock option valu-
ation disclosures. 

Mrs. BOXER. Mr. President, the SEC 
has questions about this bill. 

I look at the Boxer amendment as a 
way to say OK, in 180 days, let us have 
a written report from the SEC to tell 
us if in fact this bill puts a greater bur-
den on our seniors, takes away some of 
their privileges and their rights. 

Mr. President, I am going to retain 
the remainder of my time, although I 
will not use it unless some of my col-
leagues make some comments that I 
feel I must respond to. So I will reserve 
the remainder of my time only to be 
used in case that does occur. 

Mr. D’AMATO addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from New York. 
Mr. D’AMATO. Mr. President, I in-

tended to yield back our time because 
I believe that we will accept the Sen-
ator’s amendment as it relates to the 
study of the SEC. That will be my rec-
ommendation. Having said that, I 
know Senator DODD, who is a cosponsor 
of this amendment, would like to speak 
to it so I yield such time as he will 
need. 

The PRESIDING OFFICER. The Sen-
ator from Connecticut. 

Mr. DODD. I thank the Chair. Let me 
thank my colleague from New York. 
Let me just say to my very good 
friend—and those words are used light-
ly around here; when I speak of my col-
league from California, they are meant 
as more than just a collegial gratuity— 
my very good friend from California 
has offered a good amendment. My in-
tention is to support it because none of 
us, as I said the other day, Mr. Presi-
dent, can say with absolute certainty 
every time we change the law what the 
implications will be. We think over 4 
years and more than 4,000 pages of con-
gressional hearings and testimony, 
having put together what we think is a 
balanced bill here, we know what the 
implications will be. 

We made strong efforts in this legis-
lation to try and protect those who are 
truly defrauded, and hence propor-
tionate liability does not apply in 
those cases. We try and take care of 
smaller investors with a net worth of 
$200,000 or less, so that they are pro-
tected as well. 

I would like to say to my colleagues 
I am absolutely 100 percent certain 
that there will not be some implica-
tions here for smaller investors and 
seniors. I think the amendment covers 
seniors and smaller investors. 

Mrs. BOXER. Seniors and retirees. 
Mr. DODD. Looking at this makes 

some sense. I think they would have 
done it anyway but requiring it here in 
the law is not a bad provision to have. 
If I may point out to my colleague— 
and I do not know whether she is inter-
ested in doing it—I do not know what 
the timeframe on the study is. 

Mrs. BOXER. It is 180 days. 
Mr. DODD. It is 180 days from pas-

sage. I might suggest that not only you 
do it then, but it may be done every 6 
months for a space of 2 or 3 years be-
cause I would suggest that in just 6 
months you may not get a picture. It 
may not be an adequate picture. You 
may need a bit longer time to get at 
various increments along the way as to 
what the implications are. Sometimes 
in 180 days you may not see any indica-
tion and you may get a false reading as 
to whether or not we have done some-
thing here that has a negative implica-
tion. 

So the Senator may want to modify 
the amendment to require it at various 
stages along the way here so we do get 
snap shots taken at various milestones 
over the next several years. So I appre-
ciate the comments of my colleague 
from New York that this is an amend-
ment we ought to accept, and I would 
concur in that conclusion and thank 
my colleague from California for offer-
ing the amendment. 

Let me if I can just briefly, Mr. 
President, also address, while I have 
the floor, the amendment raised by our 
colleague from Maryland. Let me first 
of all point out here when we set a net 
worth figure of $200,000 or less, we did 
it with the understanding that the av-
erage median net worth of people in 
this country is quite a bit less. We had 
two different studies, I would say to 
my colleagues. One study done by the 
Census Bureau in 1993 has the median 
net worth of all people in this country 
at $37,587. Another study done by the 
Federal Reserve has the median net 
worth—this is a 1992 study—at $52,200 a 
year. So when Senator D’AMATO, my-
self, and Senator DOMENICI set a net 
worth of $200,000 or less a year, we are 
going extensively beyond the median 
net worth of families in this country. 
Depending on which study, either the 
Census Bureau or the Federal Reserve 
at $37,000 or $52,000, our figure at 200,000 
goes well beyond the median income of 
people in this country, to try and pro-
tect the smaller investor. In fact, it 
goes four times beyond the median net 
worth. 

I do not know the percentage of fami-
lies, but I suspect it is in the top 5 per-
cent or so, maybe less, who would have 
net worth in excess of $200,000 a year. 

So we made a significant effort here 
to not only just protect smaller inves-
tors. Now, maybe the people who live 

in Washington and those of us who 
serve in Government with our incomes 
being what they are fail to recognize 
that most people in this country have 
net worth substantially less than what 
people in Washington, DC, might ac-
cept as a reasonable net worth. 

At any rate, we set it at that level, 
and anyone who has a net worth less 
than that and has a loss of 10 percent of 
their net worth, obviously, is protected 
by the joint and several and not pro-
portionate liability. 

Now, with regard to the 10-percent 
figure, let me suggest that if we were 
to eliminate that, you are in effect 
eliminating proportionate liability be-
cause, as I said, it is such a high level 
that you basically exempt almost ev-
erybody in the country except for 
maybe 5 percent of the population. So 
you really have not done anything in 
terms of trying to inject proportionate 
liability into the process, which is 
what the goal of S. 240 is, to apply pro-
portionate liability where you do not 
have the kind of intentional fraud and 
you have people who are not that 
wealthy. 

Now, why did we do that? Why pro-
portionate liability? Is this some gra-
tuitous favor to try and bail out some 
people here who would otherwise be 
held fully accountable? 

It is not that at all, Mr. President. I 
would say the core, central issue here, 
aside from one of simple fairness, 
where someone who is marginally, 
marginally involved gets saddled with 
the full load of paying up all of these 
costs—and as we have pointed out over 
and over again over the last several 
days of debate—it is not that we are 
getting litigated results. It is not liti-
gated results; 93 to 98 percent of these 
cases are settled. Why are they settled? 
They are settled because your company 
lawyer says, ‘‘Let me tell you some-
thing, Mr. CEO, or Ms. Chief Executive 
Officer, or Mr. Chief Financial Officer, 
or Ms. Chief Financial Officer. You run 
the risk here of losing everything. If 
you go to trial on this, you lose every-
thing.’’ You have a choice of settling or 
losing everything. And they opt to say, 
‘‘Look, we will settle.’’ That is what 
they do in 93 to 98 percent of the cases. 
They settle. 

Now, you say, well what is so terrible 
about all of that? I would draw my col-
leagues’ attention to an article in to-
day’s Wall Street Journal, which is en-
titled ‘‘Big Accounting Firms Weed 
Out Risky Clients.’’ The article points 
out the problem, and my colleagues 
ought to come to appreciate why there 
is a sense of urgency about trying to 
deal with this problem. Lee Berton, the 
author of the article, points out that 
the large accounting firms—and the 
large accounting firms, particularly in 
this country, are like the Good House-
keeping seal of approval for a firm— 
are abandoning these clients. 

They are not picking them up, and 
there is a real economic danger, I 
think, in this country to have that 
trend line continue. 
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I quote from the article: 
Big accounting firms say they have begun 

dropping risky audit clients to lower their 
risk of lawsuits for allegedly faulty audits. 
New companies, which have a particularly 
high chance of failure, are affected most, be-
cause almost nothing triggers lawsuits 
against accountants faster than company 
failures. 

. . . Peat Marwick, the fourth-biggest U.S. 
accounting firm, is currently dropping 50 to 
100 audit clients annually, up from only zero 
only 20 years ago. . .. ‘‘When a client we 
audit goes bust . . . it costs a bundle in court 
if we’re sued by investors, whether we win or 
lose the case.’’ 

. . . Mr. Lambert says that legal costs were 
‘‘staggering’’ for a lawsuit filed in a Federal 
court in Texas, alleging a faulty review of a 
bank’s books by Peat [Marwick]. The bank 
was taken over by the Federal Government 
in 1992 after big losses. The jury ruled in 
Peat’s favor in 1993. 

So you had a lawsuit that did not end 
up going anywhere—actually, it went 
to trial in this particular case, and the 
decision was for Peat Marwick. Then 
listen to what happens. 

The jury ruled in Peat’s favor in 1993, but 
the firm had to spend $7 million to defend 
itself. 

The contract to handle the account 
that got them involved in the lawsuit 
was $15,000. That was the contract, but 
the lawsuit cost them $7 million, even 
though they won in the end. The intel-
ligent business decision here is to say, 
‘‘Look, stay away from these firms, 
these new technologies that are emerg-
ing where there is a lot of volatility in 
them, don’t go near them.’’ 

The net effect of all this is we are 
losing the benefit of having the top ac-
counting firms in this country get in 
where they can make a huge difference 
in these firms, but because of the fear 
of expending amounts vastly in excess 
of what the contracts are worth to 
them, they stay away. 

Arthur Andersen ‘‘has either dropped 
or declined to audit over 100 compa-
nies’’ in the past 2 years. 

I ask unanimous consent that this ar-
ticle be printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 
[From the Wall Street Journal, June 26, 1995] 

BIG ACCOUNTING FIRMS WEED OUT RISKY 
CLIENTS 

(By Lee Berton) 
If you have a big-name auditor, hold on 

tight. It’s getting tougher to find—and 
keep—prestigious outside auditors to certify 
annual financial statements. 

Big accounting firms say they have begun 
dropping risky audit clients to lower their 
risk of lawsuits for allegedly faulty audits. 
New companies, which have a particularly 
high chance of failure, are affected most, be-
cause almost nothing triggers lawsuits 
against accountants faster than company 
failures. 

But established companies are getting the 
ax too. KPMG Peat Marwick, the fourth-big-
gest U.S. accounting firm, is currently drop-
ping 50 to 100 audit clients annually, up from 
only zero to 20 five years ago, says Robert W. 
Lambert, the firm’s new director of risk 
management. ‘‘When a client we audit goes 
bust,’’ he says, ‘‘it costs us a bundle in court 
if we’re sued by investors, whether we win or 
lose the case.’’ 

Mr. Lambert says that legal costs were 
‘‘staggering’’ for a lawsuit filed in a federal 
court in Texas alleging a faulty review of a 
bank’s books by Peat. The bank was taken 
over by the federal government in 1992 after 
big losses. The jury ruled in Peat’s favor in 
1993, but the firm had to spend $7 million to 
defend itself ‘‘even though the fee for the job 
was only $15,000,’’ Mr. Lambert says. ‘‘We 
just can’t afford to take on risky audit cli-
ents anymore.’’ 

Lawrence Weinbach, managing partner of 
Arthur Andersen & Co., another leading ac-
counting firm, says his organization has ei-
ther dropped or declined to audit more than 
100 companies over the past two years. 
‘‘When a company has a risky profile and its 
stock price is volatile, we’re just not going 
to jump in and do the audit and invite a law-
suit,’’ says Mr. Weinbach. 

Audit clients dropped by the Big Six are 
often furious because investors tend to feel 
safest with companies audited by the biggest 
accounting firms. A Big Six opinion is ‘‘like 
the Good Housekeeping Seal of Approval on 
Wall Street,’’ maintains Chriss Street, chair-
man and chief executive of Comprehensive 
Care Corp., a Newport Beach Calif., medical- 
rehabilitation center operator that Andersen 
recently dropped. 

But the accounting firms say they have no 
choice. Litigation settlement costs of the 
Big Six accounting firms now exceed $1 bil-
lion a year. The firms say that even after in-
surance reimbursement, these costs equal 
12% of their annual audit and accounting 
revenue. 

No risky client can pay us enough money 
to defend ourselves after the client develops 
problems,’’ asserts J. Michael Cook, chair-
man of Deloitte & Touche, the third biggest 
U.S. accounting firm. ‘‘We must reduce our 
legal risks to remain viable.’’ 

And he and other heads of Big Six firms 
say that if Congress doesn’t pass pending leg-
islation reducing accountants’ litigation ex-
posure, the firms will turn down even more 
audit clients. 

The biggest legal drain on accounting 
firms involves settling lawsuits brought by 
disgruntled investors against the auditors of 
collapsed companies. These suits usually ac-
cuse the auditors of professional negligence 
in failing to warn the public of the problems 
of a troubled client company. 

To protect his firm against these costs, Mr. 
Cook says, Deloitte has begun weeding out 
audit clients with potential problems and re-
fusing to handle the audits of companies 
making initial public offerings, or IPOs, be-
cause so many of them fail. And all of his 
competitors among the Big Six are doing 
likewise. The portion of all IPOs audited by 
these prestigious firms declined to 75% last 
year from 84% in 1992, according to Emer-
son’s Audit Change Report, a trade publica-
tion. 

Andersen’s Mr. Weinbach says his firm 
uses new computer software to measure the 
litigation risk of an audit client. The soft-
ware looks at the company’s financial 
health, industry performance, stock fluctua-
tions and financial controls among other in-
formation. Other firms have begun asking 
clients to agree to arbitration or mediation 
rather than filing lawsuits in case of dis-
putes over fees or performance. 

Andersen now asks tax and consulting cli-
ents to sign indemnification clauses that re-
quire the client to pay Andersen’s court 
costs if the accounting firm is sued by a 
third party. For instance, litigation might 
arise if a real-estate buyer got into a dispute 
over a project’s performance or price with 
the seller and Andersen had provided a finan-
cial projection for the project. ‘‘If the client 
doesn’t agree to indemnify us, we generally 
won’t do the work,’’ says Mr. Weinbach. 

BDO Seidman, the ninth-biggest U.S. ac-
counting firm, two years ago began asking 
clients of five U.S. offices to agree to arbi-
trate disputes over fees and service quality 
rather than go to court. And Ernst & Young, 
the second biggest U.S. accounting firm, 
says that later this year it will begin asking 
clients to agree to resolve disputes with it 
through arbitration or mediation rather 
than by court suits. Philip Laskawy, Ernst’s 
chairman, says this shift will save Ernst and 
its clients ‘‘millions of dollars in legal fees.’’ 

The accounting firms are swinging hardest 
at companies that have actually experienced 
financial trouble. For instance, Mr. Street of 
Comprehensive Care is irate that his com-
pany recently got a terse letter from Ander-
sen saying the company no longer meets An-
dersen’s audit profile and should seek an-
other auditor. 

Andersen had been Comprehensive’s audi-
tor for three years for an annual fee of 
$125,000. But in the past two years, Andersen 
has ‘‘qualified’’ the company’s annual report, 
questing whether Comprehensive could con-
tinue as a ‘‘going concern.’’ The company 
has reported losses in each of its past five 
years, totaling close to $100 million. 

Mr. Street, who was brought into Com-
prehensive about a year ago, says that An-
dersen gave no warning that it planned to 
drop the company. ‘‘We were caught com-
pletely off guard and were in the midst of re-
structuring and recapitalizing the company 
with Andersen’s help,’’ he says. ‘‘We feel that 
Andersen abandoned us when we most needed 
them.’’ 

Andersen won’t comment specifically on 
why it dropped Comprehensive as an audit 
client. But it says that ‘‘in the current liti-
gious business environment, accounting 
firms are forced to assess risks associated 
with current and future clients.’’ It adds: 
‘‘Comprehensive’s historic performance 
speaks for itself.’’ 

Mr. DODD. Mr. President, it goes to 
the very heart of why we put this bill 
together. We saw the trend lines where 
we are losing the expertise and ability. 
One of the provisions, by the way, we 
put in this bill is to require these ac-
counting firms, if everything else is 
adopted, to seek out a report when 
they discover problems of fraud. That 
has not been a requirement in the law 
in the past, to actually serve as a 
quasi-governmental agency, if you will. 

Obviously, the Federal Government 
cannot go around and audit every firm 
in the country to determine whether it 
is doing its job or not. But having 
these accounting firms do it, requiring 
them to report when they discover any 
kind of wrongdoing, I think, is going to 
enhance tremendously our ability to 
pursue those firms where you have the 
intentional fraud, but also cause these 
firms to be far more careful about how 
they do their business. 

So if we adopt the Sarbanes amend-
ment by eliminating the 10 percent, in 
effect, it is just the median income of 
$200,000, you have just destroyed the 
whole purpose of proportionate liabil-
ity. It goes right to the heart of what 
this Wall Street article points out 
today—the fact you are seeing these 
firms leave these audits, audits that 
serve all of us and also serve the inves-
tor. 

That investor making the decision 
about where to put those hard-earned 
dollars is going to be less inclined to 
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invest in these firms that may be, in 
the overwhelming number of cases, 
highly deserving of that investment, 
because they do not have that ‘‘Good 
Housekeeping seal of approval.’’ The 
investor would probably shy away from 
it. Everybody loses in that kind of situ-
ation. 

We are trying to help solve that prob-
lem by the provisions we have included 
in S. 240. Is it perfect? Is it guaranteed 
success? Absolutely not. I would be the 
first one to tell you, no guarantees 
here. We think it will go to the heart of 
the problem, maybe help us solve it. 
But as the Senator from California has 
offered with her amendment to take a 
good look and see what the implica-
tions of this are, I think, makes good 
sense, is sound judgment. 

For those reasons, I support her 
amendment. But I oppose the amend-
ment offered by our colleague from 
Maryland. I would rather there be an 
amendment offered eliminating propor-
tionate liability, just striking all pro-
portionate liability because that is the 
net effect of the amendment. 

If you just have a net worth of 
$200,000, you have only 5 percent of 
your investors at that, so it is really 
gone, in effect. It seems to me when 
median net worth is either $37,000 or 
$52,000—we have set it at $200,000—it is 
really going, to a large extent, beyond 
what many have suggested we ought to 
do here. But I thought, and the Senator 
from New York did, that by setting 
that higher bar, as well as including 
the 10-percent loss, that what we were 
trying to protect against with this pro-
vision is the total economic devasta-
tion of someone. Again, obviously, if 
you eliminate that 10 percent, you lose 
that altogether. 

So with that, Mr. President, I urge, 
with all due respect to my friend and 
colleague from Maryland, rejection of 
his amendment, that we accept the 
amendment by the Senator from Cali-
fornia, and I gather next we will be 
talking about an amendment which I 
support, which is the amendment being 
offered by the Senator from Nevada 
dealing with the statute of limitations. 

With that, Mr. President, I will be 
happy to yield the floor. 

Mrs. BOXER. Mr. President, I ask for 
the yeas and nays on my amendment. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mrs. BOXER. I yield back the re-

mainder of my time. 
The PRESIDING OFFICER. The Sen-

ator from New York. 
Mr. D’AMATO. Mr. President, at a 

later time, I will ask the Senator from 
California to consider whether she real-
ly wants to vote on this amendment, 
because we are willing to accept it. 
Having said that, I want to commend 
my colleague, the prime sponsor of this 
legislation, Senator DODD, for very elo-
quently and very cogently stating the 
incredible burden that has been placed 
on the fine accounting firms of Amer-
ica. 

I might refer those who are inter-
ested to the report of the committee. I 
quote: 

Accounting firms particularly have been 
hard hit by securities litigation. The six 
largest firms face $10 billion worth of 10b-5 
claims. Their gross audit-related litigation 
costs amounted to $783 million in 1992—more 
than 14 percent of their audit revenues for 
that year. Former SEC Commissioner 
Sommer, who heads the Public Oversight 
Board, the independent body that oversees 
the accounting profession’s self-regulatory 
efforts, testified that, in view of ‘‘some re-
cent judgments and the amounts being 
sought in pending cases, it is not beyond the 
pale to believe, and some responsible people 
do believe—that one or more major [account-
ing] firms may ultimately be bankrupted.’’ 

But the problem goes beyond just 
bankruptcy. The accounting firms are 
being priced out of the marketplace. 
They cannot afford, as Senator DODD 
indicated, to give their services to cli-
ents due to the great exposure they 
face, through no fault of their own, to 
being brought in to suits because they 
are the deep pockets, particularly 
where there is a small firm or small 
company as the primary defendant. 

That small firm then, or many small 
firms, are being deprived of having the 
best accounting firms; the American 
public are being deprived of having the 
audit capacity and functions of our 
best; and, third, the accounting profes-
sion is placed unnecessarily under a 
great, great strain. 

It is just simply intolerable and un-
fair. Part of this bill is crafted to 
eliminate that unfairness. It will elimi-
nate the situation where people have 
no choice but to surrender to these 
lawsuits—something that happens in 93 
percent of these suits. They cannot af-
ford to go to trial and I do not think 
that is what the capital system should 
be about. 

AMENDMENT NO. 1472 
Mr. MCCONNELL. Mr. President, the 

doctrine of joint liability permits an 
injured plaintiff to collect the full 
judgment from any defendant found 
liable for any part of the injury. It 
means that no matter how remotely 
connected a defendant is to the events 
leading to plaintiff’s injury, a defend-
ant could be required to satisfy the en-
tire judgment. 

The result is that lawyers for the 
plaintiffs add a whole host of defend-
ants to a lawsuit in an effort to ensure 
the plaintiff can get the full judgment 
paid. With joint liability, it doesn’t 
matter if you had anything to do with 
the events leading up to the plaintiff’s 
injury. Instead, the chances of your 
getting sued depend upon how deep 
your pockets are. The deeper the pock-
et, the more likely to be sued. 

I’ll illustrate with a negligence case: 
if a drunk driver injures an individual 
on someone else’s property, the prop-
erty owner will be joined in the law-
suit. It happened to the Cincinnati 
Symphony Orchestra, only it wasn’t 
even the property owner. The accident 
happened near one of the orchestra’s 
performance facilities. And the orches-

tra, a nonprofit entity, was needlessly 
dragged into a $13 million lawsuit and 
put at risk for the judgment. 

Nonprofit organizations, municipali-
ties and small businesses can be hard-
est hit by joint liability. Although we 
don’t think of these defendants as 
wealthy or rich, they are usually ade-
quately insured, which also makes 
them good candidates to be deep pock-
ets. New York City spends more on per-
sonal injury awards and settlements— 
$270 million—than it spends on funding 
public libraries. 

In securities litigation, accountants, 
bankers, and insurers are targets of 
abusive suits because of their deep 
pockets. One Big Eight accounting 
firm, Laventhol & Horwath, went 
bankrupt because the cost of fighting 
these suits became too prohibitive. The 
consequence of dragging these profes-
sional firms into these kinds of law-
suits is obvious: it becomes increas-
ingly difficult for new businesses to get 
advice from business professionals. 
And, it gets harder to find people to 
serve on corporate boards due to the 
fear of lawsuits. 

This litigation explosion burdens the 
economy, retarding economic growth. 
It is essentially a tax imposed on every 
American. And every potential defend-
ant has to take account, in the prices 
they set, for the possibility of being 
dragged into a lawsuit. 

During the product liability debate, I 
received a letter from the Institute for 
the National Black Business Council, 
an association of minority business 
owners. Mr. Lou Collier, the president 
of the council, wrote in support of ex-
panding the product liability bill. 
Without an expansion of the joint and 
several liability reform, Mr. Collier 
states, ‘‘Millions of small businesses— 
restaurants, gas station owners, hair 
stylists, nearly every small business 
you can think of, would still face the 
threat of bankruptcy. That includes 
most African-American firms.’’ The 
latest census data shows that 49 per-
cent of all black-owned firms are serv-
ice firms, and Mr. Collier, on behalf of 
minority small business owners, asked 
us to improve the climate for small 
business, ‘‘Small business owners and 
entrepreneurs have to overcome stag-
gering odds to build a successful com-
pany. They shouldn’t have to face a 
legal system where one frivolous law-
suit can force them to close their 
doors.’’ 

The same arguments ring true in the 
context of securities litigation. This 
amendment must be defeated because 
restoring joint liability means little 
improvement in the litigation climate. 

Injured plaintiffs will still recover 
their full economic loss. But for the 
subjective noneconomic loss, each de-
fendant would be responsible only for 
his or her proportionate share of harm 
caused. 

This bill is fair and consistent with 
principles of individual responsibility. 
It will put an end to the gamble taken 
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by the trial bar when they join every-
one in sight of an alleged harm. I urge 
that the amendment be rejected. 

AMENDMENT NO. 1469 
The PRESIDING OFFICER. The 

pending business is the Bryan amend-
ment No. 1469. 

Mr. BRYAN. Mr. President, am I cor-
rectly informed? I believe we have a 
time agreement of 11⁄2 hours equally di-
vided. Am I correct, I inquire of the 
Chair? 

The PRESIDING OFFICER. The Sen-
ator is correct. 

Mr. BRYAN. Since I am the advocate 
of the amendment, may the Senator 
from Nevada presume that he controls 
45 minutes of the time that is allotted 
to those who are in support of the 
amendment? 

The PRESIDING OFFICER. That is 
correct. 

Mr. BRYAN. I yield myself 15 min-
utes at this point, Mr. President. 

My colleagues will recall that we 
began the debate on this amendment 
last Friday shortly before we recessed 
for the weekend. I want to make just a 
couple of points in general about this. 
There are a number of things that have 
divided us as we have debated S. 240, 
but there are some things in which the 
prime sponsor of this legislation, Sen-
ator DODD, and I are in agreement, and 
I acknowledge, as he has previously in-
dicated on the floor, Senator DODD, as 
the prime sponsor of S. 240, is in sup-
port of the amendment, which I will de-
scribe in a moment. 

But first let me give a little bit of 
background. My colleagues will recall 
in 1991 the Supreme Court of the 
United States decided the Lampf case, 
as it was called—and the Lampf case, 
in effect, imposed a statute of limita-
tions which is a bar to securities litiga-
tion 1 year from the point that the 
plaintiff discovers the fraud and in no 
event more than 3 years in the actual 
occurrence of the fraud. 

Now, that came as quite a shock and 
surprise to those that are in the securi-
ties business, because the accepted in-
terpretation prior to that had been 
that you looked to the statute of limi-
tations in the State in which the ac-
tion originated. Immediately, as a re-
sult of that, because the Court’s deci-
sion was retroactive; that is, there 
were a number of cases pending, as well 
as prospective; that is, to place a bar 
on any actions to be filed in the future, 
a number of us came to the floor, and 
the Senate Banking Committee at that 
time unanimously reported out the 2- 
to-5-year statute of limitations pro-
posal—2 years from the date of dis-
covery of the fraud, in no event beyond 
5 years. That is what this amendment 
does. Under the current print, 1-to-3 is 
the statute of limitations timing. 
Under the Bryan amendment, it could 
be 2 to 5 years. This is what the Bank-
ing Committee, in 1991, had unani-
mously agreed should go forward. 

Moreover, I think it is important for 
my colleagues—and there are approxi-
mately 50 of them who have signed 

onto this legislation—S. 240, as intro-
duced, contains the 2-year/5-year stat-
ute of limitations. So this amendment, 
somewhat of an anomaly, does not 
change the original language of S. 240 
but seeks to restore to the bill the lan-
guage which was originally in the bill 
at the time it was introduced and lan-
guage, at least by implication, that 50 
of our colleagues, as cosponsors of the 
legislation, have supported. 

So this is not something that comes 
as after the fact—2-to-5 years. 

Why is the 2-to-5 years important? I 
realize that people are not literally 
hanging over the edges of their seats in 
the galleries as we discuss what ap-
pears to be a very abstract legal issue. 
First, let me say that it has absolutely 
nothing about frivolous lawsuits—not 
one thing. We are talking about a law-
suit which, by definition, is meri-
torious but cannot be filed under the 
current law if indeed it is after the 1- 
year point in which the plaintiff dis-
covers the fraud, or in no event beyond 
3 years. 

So this does not have a thing to do 
with frivolous litigation. I understand 
the concern of my colleagues and I 
share it. We ought to act against frivo-
lous lawsuits, and there are provisions 
in S. 240 that deal with rule 11 and 
some other provisions that I think are 
meritorious. So no one who is ap-
proaching this amendment ought to be 
misled that somehow a vote against 
this amendment protects the innocent 
from frivolous litigation. This simply 
gives you the right to get into the 
courthouse door. Without this amend-
ment, you are saying 1 year, 3 years, 
and you are barred. 

Now, who supports the amendment? 
Well, first, let me indicate to my col-
leagues that the Chairman of the Secu-
rities and Exchange Commission has 
repeatedly testified in favor of extend-
ing the statute of limitations. Most re-
cently, on April 6, 1995, Chairman 
Levitt testified before the sub-
committee that: 

Extending the statute of limitations is 
warranted because many securities frauds 
are inherently complex, and the law should 
not reward a perpetrator of a fraud who suc-
cessfully conceals its existence for more 
than three years. 

So the present Chairman of the Secu-
rities and Exchange Commission says 
that it is important to protect inno-
cent investors who have been defrauded 
from those who are inherently clever 
enough to conceal it to provide for a 
longer statute of limitations. Then he 
went on by way of explanation to say 
that even with all of the resources that 
are available to the SEC, the staff that 
is available with the expertise that 
they have, with all of the kind of back-
ground information they have as to 
what is happening in the marketplace 
generally, that it takes approximately 
2.25 years to complete an investigation. 
Now, that is beyond the period of time 
that the 1-to-3 year statute would pro-
vide. This is not partisan, this is not a 
Democratic chairman and the Repub-

lican SEC under President Bush who 
felt differently. The former chairman, 
the last Republican chairman was 
Richard Breeden. He had this to say 
about the proposed 2-to-5 year statute, 
and specifically about the unfairness 
and the limiting ability of a 2-year 
statute: 

Had a 3-year statute of limitations been in 
effect and had it been applied to the SEC, ap-
proximately one-half of the cases against 
Drexel Burnham, a large part of the case of 
Equity Funding, one of the largest frauds in 
the history of the United States, and the en-
tire case against E.F. Hutton for check kit-
ing would have been barred from the court-
house. 

Again, these were meritorious cases. 
The recovery would have been pre-
vented because the statute of limita-
tions would have constituted a bar. In 
that period of the 1980’s where we have 
talked about Charles Keating and we 
talked about Ivan Boesky, another 
name has had prominence and that is 
Michael Milken. Here is what the sen-
tencing judge had to say to him with 
respect to the complexity of securities 
matters and their difficulty: 

You may have committed only subtle 
crimes— 

This was being addressed to Mr. 
Milken at the time of sentencing. 

. . . not because you were not disposed to 
any criminal behavior but because you were 
willing to commit only crimes that were un-
likely to be detected. We see often in this 
court individuals who would be unwilling to 
rob a bank, but who readily cash Social Se-
curity checks that are not theirs when 
checks come to them in the mail because 
they are not likely to be caught in doing so 
. . . You also committed crimes that are 
hard to detect, and crimes that are hard to 
detect warrant greater punishment in order 
to be effective in deterring others from com-
mitting them. 

These are crimes that are very hard 
to detect and are particularly very dif-
ficult to detect when we are talking 
about small plaintiffs who do not have 
the resources available to them that 
the Securities and Exchange Commis-
sion, the North American Association 
of Securities Dealers and others might 
have. 

In the Lampf case itself, which was a 
very narrowly divided case, 5–4, one of 
the dissenting Justices, Justice Ken-
nedy, had this to say: 

Concealment is inherent in most securities 
fraud cases. The most extensive and corrupt 
schemes may not be discovered within the 
time allowed for bringing an express cause of 
action under the 1934 act. Ponzi schemes, for 
example, can maintain the illusion of a prof-
it-making enterprise for years, and sophisti-
cated investors may not be able to discover 
the fraud until long after its perpetration. 
The practicalities of litigation, indeed the 
simple facts of business life, are such that 
the rule adopted today— 

Referring to the majority of the 
court that adopted the more limiting 1 
and 3 year statute of limitations. 
will ‘‘thwart the legislative purpose of cre-
ating an effective remedy’’ for victims of se-
curities fraud. By adopting a 3-year period of 
repose, the Court makes a section 10(b) ac-
tion all but a dead letter for injured inves-
tors who by no conceivable standard of fair-
ness or practicality can be expected to file a 
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suit within 3 years after the violation oc-
curred. 

In its brief before the Supreme Court, 
the SEC pointed out the difficulty that 
the shorter limitation period ‘‘would 
deprive many defrauded investors of a 
satisfactory opportunity to vindicate 
their rights.’’ Here is what the SEC, in 
the brief, went on to say: 

Especially in complex cases, plaintiffs 
often ‘‘do not discover the fraud until long 
after its perpetration.’’ Violations involving 
financial fraud, for instance, often go unde-
tected until the enterprise fails, an event 
that may occur years after the violation. 
Moreover, as the securities markets have 
grown in size and complexity, frauds have 
become increasingly difficult to discover. 

An example of that, Mr. President, is 
the municipal bond. They are particu-
larly susceptible to concealment. In a 
typical municipal bond offering, 2 to 3 
years of interest payable to the bond-
holder is placed in an escrow account, 
so the bondholders can have no inkling 
anything has gone awry until they do 
not receive an interest payment—of-
tentimes many years after the closing 
of the offering. The average timespan 
between issue date in municipal bonds 
and the date of default in repayment is 
approximately 4.5 years. 

Limited partnerships have the same 
susceptibility. Again, as the North 
American Securities Administrators 
Association—and some of my col-
leagues may not have had the oppor-
tunity to interface with them; these 
are the securities administrators of the 
50 States, who are charged with en-
forcement of securities law at the 
State level—as they have testified, 
limited partnerships in which investors 
have poured more than $150 billion 
since 1980— 

. . . often run for as many as 7 to 10 years. 
Customer account statements—a primary 
means of detecting fraud or misconduct—re-
flect only the original purchase price of the 
partnership, not the current market value. 
Therefore, it may only be at the expiration 
of the partnership that an investor uncovers 
misconduct or wrongdoing. Under Lampf, 
[the 1- to 3-year statute decided in that case] 
that investor would be precluded from seek-
ing redress in the courts, for no reason other 
than the decision to purchase a long-term in-
vestment. Holders of zero coupon bonds will 
face similar difficulties in uncovering fraud 
in the short period of time allowed under 
Lampf. 

The point, I think, that is to be made 
here is that we have talked a great deal 
about balance. Every provision that I 
can see that is contained in S. 240 is de-
signed to provide additional protection 
for securities underwriters. Aiders and 
abetters are not included. Safe harbor 
statements are made more generous. 

The wealthiest investor, in effect, be-
comes the chief of the last, and one can 
go on and on. Of all of the provisions 
contained in this legislation, in its 
original form, only the extension of the 
statute of limitations could be fairly 
said to benefit the innocent investor. 

For those of my colleagues who are 
truly seeking balance as they approach 
this legislation, and who support and 
will vote for the final version of S. 240, 

this is really your only opportunity at 
this stage to provide that kind of bal-
ance by extending the statute of limi-
tations. 

Here is what Mark Griffin, who is the 
head of the Utah Securities Division, 
had to say in testimony before the 
Banking Committee. He said the cur-
rent period for filing fraud actions is 
‘‘unduly short.’’ Going on, he said: 

. . . [it] is the experience of State securi-
ties regulators that victims of investment 
fraud often have no way of knowing, nor rea-
son to suspect for what may be many years, 
the truth about the mishandling or abuse of 
their investments. 

That comes from the security admin-
istrator in the State of Utah. 

Mr. President, in looking at what 
States have done, the testimony is that 
60 percent of the jurisdictions have 
longer statutes, and ‘‘13 States recog-
nize the concept of equitable tolling, in 
which the limitations period starts 
running only after the fraud is discov-
ered.’’ 

Among those States are Alabama, 
Arizona, Kansas, Massachusetts, New 
Jersey, Washington, and Wisconsin. 
Many other States have longer stat-
utes, as well, including California, 
Pennsylvania, my own state of Nevada, 
Michigan, Ohio, Florida, Texas, Illi-
nois, and New York. 

It seems to me that in an era in 
which we believe that not all wisdom 
resides in the banks of the Potomac, 
looking at the experiences at the State 
level could be particularly instructive 
as we process this statute of limita-
tions amendment. 

The effect of the shortened statute of 
limitations is simply devastating, and 
has absolutely nothing, Mr. President, 
to do with frivolous lawsuits. 

For example, had the Lampf rule 
been in effect, investor cases with re-
spect to such notorious fraud as Lin-
coln Savings and Loan, Washington 
Public Power Supply System, Execu-
tive Life Insurance, Home-Stake Pro-
duction Co., and Crazy Eddie would 
have been barred. 

Mr. President, I yield myself an addi-
tional 10 minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BRYAN. Mr. President, I thank 
the Chair for keeping me cognizant of 
the time. 

In fact, Charles Keating attempted to 
have his case dismissed on Lampf 
grounds, and that was the genesis of 
our effort to keep those cases alive. 
The Congress responded by making 
sure that the Court’s decision did not 
have a retroactive effect on those cases 
that were pending. According to a 
study released by the House Sub-
committee on Telecommunications and 
Finance in 1991 after the Lampf deci-
sion, over $5 billion in pending fraud 
claims were dismissed or threatened 
with dismissal based on the shortened 
statute of limitations. 

This amendment tracks the exact 
formula that is urged upon us by the 
SEC, an extension that would allow 

cases to be filed up to 5 years after vio-
lation has occurred, provided they are 
brought within 2 years after discovery 
of the violation. 

As I pointed out at the outset, S. 240 
in its original form contained an exten-
sion of the statute of limitations. I 
commend my colleague and good 
friend, the distinguished senior Sen-
ator from Connecticut, who has taken 
a lead on this case. He has long sup-
ported the longer statute of limita-
tions. I commend his effort. 

I might say that in previous Con-
gresses, subsequent to the Lampf deci-
sion, efforts to make changes in the se-
curities litigation system have all rec-
ognized the wisdom of the longer stat-
ute of limitations of 2 to 5 years. 

I note it is somewhat anomalous—we 
have the situation in which the amend-
ment on the floor is designed to restore 
what the introducer of the bill must 
surely have intended, because they cast 
it in the identical language that we are 
seeking to place back into the bill. 

In addition to the securities regu-
lators at the national level and the 
State level, this amendment enjoys the 
support of the Consumer Federation of 
America, the Public Citizen, the Coun-
cil of Institutional Investors, the 
United Shareholders Association, the 
Bond Investors Association, the U.S. 
Conference of Mayors, the Government 
Finance Officers Association, and the 
National Association of County Treas-
urers and Finance Officers, to list but a 
few. 

So for my colleagues who may have 
some motivation in saying ‘‘Look, the 
lawyers are responsible for all of the 
ills in America and have done terrible 
things with respect to the securities 
litigation,’’ they have an opportunity 
to support other provisions in the law. 

Please, in the interest of striking 
back at these securities lawyers, do not 
deprive, do not undermine the right of 
innocent investors to simply present 
their case, to simply present their case; 
simply give them the key to get into 
the courthouse door. And all these 
other provisions that are included with 
respect to lawyer sanctions, which I 
happen to agree with if it is a frivolous 
case, then they can come into place 
and operate to serve as a bar to the 
frivolous case. 

This is a case that deprives the inno-
cent investor with a meritorious cause 
of action from ever having his or her 
case presented because of the clever-
ness of the wrongdoer, the defrauder. 
We ought not, it seems to me, as a 
matter of public policy, say, ‘‘Look, we 
ought to provide the benefits in our so-
ciety to those who are clever enough to 
conceal their wrongdoing and per-
petrate frauds before the victims find 
out.’’ 

I do not think any Member of the 
Senate can defend that kind of a public 
policy. 

I note the distinguished majority 
leader is on the floor and may seek rec-
ognition. I reserve the balance of my 
time. 
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The PRESIDING OFFICER. Who 

yields time on the pending amend-
ment? 

The Senator from New York. 
Mr. D’AMATO. Mr. President, let me 

point out that one of the finest, most 
skilled, and eloquent lawyers, when it 
comes to interpretation of the law, is 
my friend, the Senator from Nevada. I 
find myself at a distinct disadvantage 
when having to take any position that 
is contrary to one that he is expound-
ing on. Such is the case here. I do not 
pretend to be his equal. 

However, I will attempt to explain a 
concern to my colleagues regarding the 
extension of the statute of limitations. 
That concern is that if we extend the 
statute of limitations we will open the 
door to more mischief. 

At first, I was ambivalent on this 
particular question, as to whether the 
statute of limitations should be 1 and 3 
years or 2 and 5; I considered extending 
the time as is done in some of the 
State statutes. My friend and colleague 
explained how this came about, how we 
had, actually, no statutory law until 
the Supreme Court in its Lampf deci-
sion in 1991 said: the 1-year and 3-year 
statute of limitations is rooted in com-
mon law and should be the uniform 
limit. 

Some said that this statute would 
preclude meritorious suits. Indeed, 
there may be some curtailment of indi-
vidual investor suits, However, having 
said that, this statute of limitations 
will not preclude suits being brought 
under longer State statutes, nor will it 
preclude the Securities and Exchange 
Commission from bringing suits in 
cases of fraud, where the SEC has no 
statute of limitations. 

There are examples of the SEC bring-
ing suits, after the statute of limita-
tions has expired; suits in which large 
settlements have been recovered. In 
one rather recent case, the Prudential 
case, there the settlement was $660 mil-
lion. The SEC has recovered notable 
settlements in some other large cases— 
the Drexel-Burnham-Lambert case 
brought $400 million in disgorgement. 
Again, the statute of limitations is not 
a bar for the SEC. 

So, while the statute of limitations 
may be a bar to some individuals are 
aggrieved, if there is a serious case 
there is no doubt in my mind, nor, I 
think, in anybody’s mind, that the Se-
curities and Exchange Commission will 
bring a suit. My staff has reviewed 
some of the historical debate on the 
general question of how long the stat-
ute of limitations should be. 

Back in 1934, when this issue was 
first debated in the context of the need 
for a fraud statute, Senator Kean made 
a statement on what he felt was the 
reason we should limit the filing of 
suits to within 1 year from the actual 
time of discovery. I quote from Senator 
Kean: 

If a man buys something today and dis-
covers tomorrow that some mistake has been 
made and perhaps he has grounds to sue be-
cause of fraud, under the terms of the bill he 

must bring the suit within 1 year. But sup-
pose he thinks perhaps the bonds I have 
bought will go up. I will not bring suit until 
I find out about that. If the bonds go down, 
then I will have the option of suing these 
people and trying to recover. If the bonds go 
up, then I will not sue because I can get a 
profit on them. 

Mr. President, I suggest to you that 
by extending the statute of limita-
tions, what we do is open the door for 
those people who wait and see if any-
thing comes out over time. It becomes 
much easier to create a lawsuit and to 
force a settlement if we allow a longer 
period of time for something, anything, 
to be discovered. This extended statute 
of limitations opens the door to the 
kinds of litigation we see now, but 
these enterprising entrepreneurial law-
yers will have a longer period of time 
in which to bring their claim. Cer-
tainly this Senator does not want to 
protect anyone who has been involved 
in fraud. Again, if there has been an 
egregious fraud, there is no doubt in 
this Senator’s mind that the Securities 
and Exchange Commission will do the 
business of the people, which they have 
done in the past. 

But businesses are entitled to some 
certainty that they will not be sued. I 
think my friend, Senator DODD, quite 
aptly stated his argument as it relates 
to the inventive, creative entrepre-
neurial petitioner of the law. I believe 
my friend called them buccaneering 
barristers. I think extending the stat-
ute of limitations just gives them a 
longer period of time to practice their 
craft of filing suits without merit. 

If there is a legitimate fraud, even if 
it is discovered and 10 years down the 
road and it has brought harm, then as 
far as I am concerned I want the situa-
tion to be rectified. I know that there 
is a body who can do that; that is, the 
Securities and Exchange Commission. 

Let me say again this is an area 
where I think reasonable people can 
have some differences. I, myself, have 
gone back and forth on this issue. It 
was only when I was convinced that 
there was the opportunity to close 
down some of the people who are not 
practicing law as they should, who are 
more interested in creating situations 
where they force settlement, and at the 
same time we would not leave that 
door open for defrauded people to be 
further victimized, that I decided on 
the statute of limitations in this legis-
lation. 

That is why I will be forced to oppose 
my colleague’s amendment, as 
thoughtfully and as articulately as he 
has presented it. 

I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. BRYAN. Mr. President, I yield 

time to the distinguished senior Sen-
ator from Connecticut, after which I 
hope to be able to respond to the de-
bate of my good friend, the distin-
guished chairman. 

The PRESIDING OFFICER. The Sen-
ator from Connecticut. 

Mr. DODD. Mr. President, will the 
Senator from Nevada yield to me 5 
minutes? 

Mr. BRYAN. I do. 
The PRESIDING OFFICER. The Sen-

ator from Connecticut is recognized. 
Mr. DODD. Mr. President, I rise to 

support this amendment by my col-
league from Nevada. 

Like my good friend from New York, 
I understand the arguments on the 
other side. I suppose one might say in 
this debate what is magical about 1 and 
3 or 2 and 5? I presume that if we made 
it 2 and 5, there would be those who 
would say it ought to be 3 and 7, or 4 
and 8. You could run the string out. 
Then there are some who think you 
should not have any statute of limita-
tions, I say to the distinguished Pre-
siding Officer. So you are never going 
to satisfy everybody with some of these 
provisions. 

Senator DOMENICI and I originally of-
fered this bill back several years ago, 
and we included an extension of the 
statute of limitations here to 2 and 5 
years on the theory that it contributed 
to the balance of the legislation. It is a 
crucial part of the balance between in-
vestor’s and defendant’s rights, plain-
tiff’s and defendant’s rights. Our col-
league from Nevada has promptly 
pointed out the legislative or legal his-
tory of this. 

The Supreme Court decision in 
Lampf versus Gilbertson established 
the limits of 3 years after fraud oc-
curred, or 1 year after it was discov-
ered. It is simply too little time, in my 
view, to ensure that investors have the 
necessary time to bring an action. Jus-
tice Anthony Kennedy, in his dissent in 
the Lampf decision said, and I think it 
is worth noting: ‘‘Concealment is in-
herent in most of the securities fraud 
cases.’’ And it is tough fraud to find, I 
point out to the Chair. 

The most extensive and corrupt schemes 
may not be discovered within the time al-
lowed. Ponzi schemes, for example, can 
maintain the illusion of a profit-making en-
terprise for years, and sophisticated inves-
tors may not be able to discover the fraud 
until long after its perpetration. 

The SEC and the Council of Institu-
tional Investors support extending the 
statute of limitations, and, frankly, I 
am concerned that unlike S. 240, this 
amendment does not contain language 
that requires an investor to use reason-
able diligence. 

This is the one point on which I have 
some disagreement with on the amend-
ment offered by my colleague from Ne-
vada. Even though we disagree on this 
point, I still intend to support the 
amendment. I think requiring reason-
able diligence on the part of investors 
is not asking too much. There has to be 
some burdens and responsibilities peo-
ple assume when they engage in this 
activity. In our original bill that in-
cluded an extension of the statute of 
limitations, we required reasonable 
diligence on the part of the investor. 
That reasonable diligence is no longer 
included in the amendment being of-
fered by the distinguished Senator 
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from Nevada. The reason I say that is 
because I think it ought to be a dis-
tinction made between the lazy inves-
tor and the diligent investor. We make 
no distinction with this amendment; 
that is, the current standard in most 
private actions under our securities 
laws. 

Frankly, I am concerned that the un-
intended impact of this amendment, 
should it be adopted, will be to grant 
more time in effect to investors who 
know nothing about their investments 
or care nothing about them and those 
who exercise reasonable care. 

I think we ought to be trying to in-
ject responsibility on the part of every-
body involved in these activities. While 
this is a significant departure from the 
original Domenici-Dodd language on 
the statute of limitations, as I men-
tioned a moment ago, I will not oppose 
the amendment on that basis alone. 

So when this amendment is consid-
ered and voted on, I will cast a vote for 
it for the reasons I have identified. I 
think in this day and age of tech-
nology, being what it is with the so-
phistication that is out there, it is an 
awful lot to expect even a knowledge-
able investor to be able to pick up on 
some of these activities, as they might 
have even a few short years ago, in the 
absence of high technology. 

So trying to keep pace with that high 
technology, providing a bit more time 
here, is not an unreasonable request in 
my view. 

For that reason, I commend the Sen-
ator from Nevada for his comment. I 
urge my colleagues to support it. 

I yield the floor. 
Mr. BRYAN addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Nevada. 
Mr. BRYAN. Mr. President, may I in-

quire how much time do I have under 
my control? 

The PRESIDING OFFICER. The Sen-
ator controls 20 minutes and 4 seconds. 

Mr. BRYAN. I thank the Chair. I 
yield myself 7 minutes. 

The able distinguished chairman of 
the Banking Committee, who is my 
friend, raised two objections as I under-
stand the thrust of his argument. I 
must just say as an aside, it makes me 
very, very nervous when the able chair-
man lavishes great praise upon a more 
junior member of the committee be-
cause no one is more sophisticated 
than the distinguished chairman in 
making his point. He speaks in the idi-
omatic language of the street and peo-
ple understand where he is coming 
from, and he speaks with clarity that 
every lawyer in America can only hope 
to equal. So I am quite concerned when 
I receive this praise. 

He made two points. One, he said 
that by extending the statute of limi-
tations as we propose to do in this 
amendment we would thereby increase 
the amount of litigation. 

Let me just suggest that the experi-
ence shows quite to the contrary. My 
colleagues will note that I have had a 
chart prepared tracing the experience 

of the past 20 years, from 1974 to 1993. 
As my colleagues will note, that rep-
resents a fairly level activity. In fact, 
the most number of cases filed in any 
one year was 315. Last year was 290. 
And as you will note, the statute of 
limitations case was not cited until 
1991. Prior to that, the longer statute 
of limitations existed. There were ac-
tually in many years fewer cases than 
had been filed since the statute of limi-
tations result. 

So may I say, with all due respect, I 
think the experience is contrary to his 
assertion that more cases would be 
filed. In point of fact, I think an argu-
ment can be made that the shorter 
statute of limitations may encourage 
haste in filing such actions which is 
clearly contrary to the purpose that he 
and I and I think all of our colleagues 
have in terms of trying to discourage 
such litigation. 

Second, he makes the point that the 
SEC is available, and he is quite cor-
rect, but I think it is important to 
point out that when the SEC brings an 
action, it brings an action to impose a 
fine, penalty or sanction, but it does 
not—I think this is a very important 
distinction—seek to recover money 
that investors have lost. So it is a 
philosophically different role. One is 
akin to a prosecutorial agency in 
which sanctions, fine and imprison-
ment may result. The purpose of the 
individual filing is to recover his or her 
loss. 

Even if one thought the SEC might 
do an adequate job, the testimony by 
Mr. Breeden, the former chairman, was 
that it would require another 800 to 900 
people serving in that office to offset 
the inability of private causes of action 
to be brought under S. 240 as con-
stituted, and in the committee report 
on this particular bill it indicates that 
the cost of providing those additional 
resources to the SEC would be another 
$250 million over the previous 5 years. 

Let me say that I think, like most of 
us, we gain considerable insight over 
the years as we have served, and I was 
pleased to have my friend’s support and 
his leadership in 1991 when we sought 
to do the very thing we are seeking to 
do in the Chamber this afternoon, and 
that is to extend the statute of limita-
tions from 1 to 3 to 2 to 5. And I wish 
to give my friend an opportunity to en-
gage me in a colloquy if he chooses to 
do so. But may I respectfully say I 
think the Senator from New York was 
absolutely right in 1991, as we sought 
to process the corrective legislation in 
the aftermath of the Lampf case by 
supporting then a 2- to 5-year statute 
of limitations, and I hesitate to say he 
has not grown in wisdom over the in-
tervening years but I think that he 
clearly was more correct then than he 
is now. 

I would be happy to engage my col-
league in any conversation he might 
care to in terms of this debate. I just 
do not see that there is any reason 
today, of course, not to go for the 2- to 
5-year statute of limitations. The same 

circumstances exist, it seems to me, 
and I want to give my good friend a 
chance to share with me the benefit of 
his additional wisdom. 

Mr. D’AMATO. I appreciate the op-
portunity to engage my friend in dialog 
in the spirit of the Senate. As I said, I 
was ambivalent on this issue. I have 
had numerous constituents and groups 
who have come to me and said: Sen-
ator, we are very much concerned that 
leaving the door open, particularly ex-
tending the statute of limitations to 5 
years, will just create added exposure 
to these suits. We cannot extend the 
statute of limitations, unfortunately, 
because of those individuals who do not 
and have not practiced law with the 
same spirit and enlightenment of my 
colleague from Nevada. 

I understand he has joined with us 
and voted with us on a number of mat-
ters, which some might consider proce-
dural but are awfully important, aimed 
at reducing the abuses in this system; 
the race to the courthouse, the buying 
of people to put oneself in a position to 
bring these suits, and the plaintiffs for 
hire who let their names be used for bo-
nuses. 

When my colleague says to me he 
wants to stop this abuse, I know that 
to be the case. But those in the indus-
tries, in the emerging companies say, 
‘‘You know, if you keep that door open, 
there is just a stronger likelihood that 
there will be that inventive lawsuit 
later on that holds them harmless.’’ 

I feel I must be supportive of those 
companies and that theory. We must 
not abandon these firms. Let me say 
once again, even if there has been fraud 
and it is discovered only 5 years or 6 
years after the statute of limitations 
has expired the Securities and Ex-
change Commission can bring suit. 

Nor have we placed a dispropor-
tionate burden on the SEC. They have 
repeatedly said that they do not want 
to be in the position where they have 
to be the eyes and ears for all, that, 
there is a proper place for individuals 
and their lawyers to bring these class 
action cases. 

I think that by limiting private 
rights of action to 1 and 3 years and yet 
having no limit, no statute of limita-
tions for the Securities and Exchange 
Commission, that we strike a proper 
balance. It was in that spirit that I 
came to this decision. 

Second, it was also in that spirit that 
I could put together a majority—— 

Mr. BRYAN. May I interrupt my 
friend? 

Mr. D’AMATO. To pass out this bill. 
I want to be candid. 

Mr. BRYAN. And I appreciate that. 
The concern that I have is that we are 
engaging in this discussion and the 
time may run out. 

Mr. D’AMATO. I yield to my friend 
any time that he may need. 

Mr. BRYAN. Will the Senator be will-
ing to take part of his time to engage 
in the colloquy? 

Mr. D’AMATO. Oh, yes. I ask unani-
mous consent that the last 5 minutes 
be charged to myself. 
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Mr. BRYAN. I thank the Senator. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. D’AMATO. I finished my state-

ment, and I will be glad to yield to my 
friend any additional time. How much 
time remains, might I inquire of the 
Chair? 

The PRESIDING OFFICER. The Sen-
ator from New York has 31 minutes 40 
seconds remaining and the Senator 
from Nevada has 171⁄2 minutes remain-
ing with the exchange of time con-
ceding 5 minutes. 

Mr. BRYAN. I think we are going to 
be fine. Let me say, I appreciate his 
fairness. He did not have to do that, 
and I think that speaks well for him. I 
did not want to cut him off. I did not 
want to be precluded from making 
final comments. If the Senator has con-
cluded, I would like to make a response 
and yield the floor back to him. 

Mr. D’AMATO. I had completed my 
observations how we find ourselves in 
this position. And there is that neces-
sity, in any attempt to craft legisla-
tion—I have to say that my colleague 
is offering amendments because he is 
not happy with all the provisions of 
this bill and wants to make it better, 
to enhance the bill—to put together a 
package that can build a coalition, and 
this was a major concern to quite a few 
Senators on my side, a very, very big 
concern. 

I can see their point. If I had my 
druthers, I might say what is wrong 
with 2 and 5, but I heard from many 
groups, and numerous associations, 
who were quite persuasive as to why 
this would be a retreat. 

One last observation. In this legisla-
tion we are attempting to reduce the 
exposure to unfair suits; it sends a very 
different message if we extend the stat-
ute of limitations. How can we say this 
cuts down on frivolous suits when peo-
ple think ‘‘My gosh, you are broad-
ening the time to bring them.’’ 

The Supreme Court has said 1 year 
and 3 years is sufficient, and now we 
have amendments to extend it to 2 and 
5. We cannot support that. I must tell 
you there are a number of my col-
leagues who felt very, very strongly, 
that 1 year and 3 years was the right 
statute of limitations and that is why, 
given the fact I knew we had the sup-
port of the SEC, I supported this posi-
tion. I share that with my friend and 
colleague. 

Mr. BRYAN. I thank the distin-
guished chairman. I ask unanimous 
consent to yield 2 additional minutes 
to myself. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BRYAN. Let me say, I appreciate 
the explanation the chairman has 
given. It is a matter of balance. Again, 
I respond with great respect that the 
role of the SEC is not to recover those 
losses, and that is something that 
greatly troubles me, that individuals 
who have lost money, who are totally 
innocent, although the SEC would not 
be precluded from bringing an action, 

that action is not to recover money for 
them but simply to impose the appro-
priate fine, penalty, sanction, that may 
exist for the violation. 

Second, I, too, was exposed to the ar-
guments made by those who reach a 
different conclusion than I do that the 
shorter statute of limitations protects 
them from some lawsuits. 

On the other hand, I must say that in 
balancing, I found the arguments of the 
securities regulators—the SEC, the 
States securities, the State and local 
government finance officials—who all 
argued that the 2 to 5 was necessary. 
We all put into the scales of justice our 
individual component parts, and I 
would just respectfully say, engaging 
my good friend in colloquy, that ulti-
mately that is what persuaded me on 
the longer statute. 

Mr. SARBANES. Will the Senator 
yield? 

Mr. BRYAN. I will be pleased to 
yield. 

Mr. SARBANES. I would like to ask 
the Senator, as I understand it, not 
only the SEC but the FDIC and State 
securities regulators all joined the SEC 
in seeking to, in effect, overturn the 
Lampf decision and go to the 2-and-5- 
year standard for the statute of limita-
tions; is that correct? 

Mr. BRYAN. That is correct. The dis-
tinguished ranking member from 
Maryland is correct. They all uni-
formly support that position. 

Mr. SARBANES. And, in fact, I have 
a quote from SEC Chairman Breeden. 
This was in 1991. This is the Republican 
Chairman of the Securities and Ex-
change Commission, in which he said: 

The timeframe set forth in the Supreme 
Court’s decision is unrealistically short and 
will do undue damage to the ability of pri-
vate litigants to sue. 

He then went on to point out that in 
many cases: 

Events only come to light years after the 
original distribution of securities and the 
cases could well mean that by the time in-
vestors discover they have a case, they are 
already barred from the courthouse. 

Will the Senator yield me just 3 min-
utes? 

Mr. BRYAN. I will be pleased to yield 
to the distinguished ranking member 
such time as he needs. 

Mr. SARBANES. Mr. President, what 
is the time situation? 

The PRESIDING OFFICER (Mr. 
D’AMATO). The Senator from Nevada 
has 141⁄2 minutes; the Senator from 
Minnesota has 30 minutes 27 seconds. 

Mr. SARBANES. I will defer and let 
the Senator from Minnesota proceed 
before we use the time on this side. 

Mr. GRAMS addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Minnesota. 
Mr. GRAMS. Mr. President, I rise in 

opposition to the amendment offered 
by the Senator from Nevada. In Lampf 
versus Gilbertson, the U.S. Supreme 
Court established the period of time in 
which attorneys may file claims under 
the implied right of action found in 
10b-5, and that was 1 year after the 

plaintiff knew of the alleged violation 
and 3 years after the alleged violation 
occurred. 

While critics of this legislation have 
seized upon the statute of limitations 
as a wedge to defeat this important re-
form measure, they have failed to 
present a convincing case of why this 
period should be extended. In the years 
since the Lampf decision, we have not 
seen a surge in the number of actions 
dismissed because of the limitation pe-
riod. Instead, the evidence points to 
just the opposite conclusion. Since the 
Lampf decision, we have witnessed an 
increase in the number of complex 
claims filed within days, even hours, 
after a movement in the market. 

Plaintiffs with meritorious claims 
have more than enough time to file 
their claims, but, unfortunately, so do 
strike suit attorneys. There are a num-
ber of reasons, however, why the cur-
rent statute of limitations should be 
preserved. For example, a longer period 
of limitations makes it more difficult 
for innocent defendants to defend 
themselves in court. As a result, strike 
suit attorneys will have an easier time 
forcing these defendants into exorbi-
tant settlements. 

These settlements, by the way, rare-
ly benefit any real injured class of in-
vestors. They simply go to enrich an 
attorney and, worse, the result of these 
settlements are higher prices for con-
sumers, lost jobs for workers, and a 
weaker economy. In other words, con-
sumers lose, it is the workers who lose, 
victims of real valid securities fraud 
actions lose—everyone loses, again, ex-
cept for the attorneys. 

S. 240 is designed to reverse this 
trend, to weed out the frivolous litiga-
tion that robs consumers of their hard- 
earned dollars, to make it easier for in-
nocent parties to defend themselves 
against meritless charges, to free our 
economy from the litigation bonanza 
that has made us less competitive in 
the global marketplace. 

If the Senate adopts this amendment, 
it will do the opposite, and we will do 
a major disservice to the people we rep-
resent. 

Again, for these reasons, I urge my 
colleagues to reject this amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. SARBANES. Will the Senator 
from Minnesota yield for a question? 

Mr. GRAMS. Yes. 
Mr. SARBANES. The chart that the 

Senator from Nevada put up back there 
indicates that there was no major num-
ber of lawsuits filed subsequent to the 
Lampf decision. I do not know where, 
in fact, the highest figure preceded the 
Lampf decision. As I understand it, 
that was 315, and since then, it is now 
290. On what basis does the Senator 
make the assertion that following the 
Lampf decision there was an upsurge in 
the number of cases filed? 

Mr. GRAMS. Well, I hate to differ, 
but the statistics, according to some of 
the research that we have done, do not 
correspond with the statistics that the 
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Senator from Nevada has produced. So 
we still maintain that the 1 and 3—— 

Mr. SARBANES. These figures, as I 
understand it, are from the Adminis-
trative Office of the U.S. Courts. What 
figures is the Senator using? What are 
they, and where do they come from? 

Mr. GRAMS. I was talking with my 
staff, and that is according to the SEC 
and, I guess, also the Judicial Con-
ference begs to differ with the numbers 
that the Senator from Nevada pre-
sented. I also wanted to comment on 
what the Senator from Connecticut 
had mentioned in talking about the 
new technologies and the speed with 
which things are done and the com-
plexity of the programs. 

That also gives an advantage to 
those who are able to find fault, or to 
find fraud, or to find these problems 
and have a real advantage then in try-
ing to file these claims within a year or 
within the 3 years. So the technology 
has probably worked in favor of those, 
as well as against them. And this time-
table, if I am not mistaken, was adopt-
ed in 1934, and has served those years 
since. That would also provide ade-
quate time. The main thing is that it 
would weed out the frivolous lawsuits 
and, as the Senator from New York 
pointed out, even if these time periods 
elapse and real fraud is found, they can 
still be rectified in the courts. 

Mr. SARBANES. How would they be 
rectified in the courts if the statute of 
limitations had run? That is the whole 
problem. See, the people who file a—— 

Mr. GRAMS. The SEC would be able 
to bring the suits. 

Mr. SARBANES. The people who file 
the frivolous suits, by the Senator’s 
own statement, would file them within 
the 1-year period. He was just com-
plaining about that, and he said subse-
quent to Lampf, the numbers jumped 
because they were doing exactly that. 
Our numbers do not show that. 

In fact, the SEC used these numbers 
when they testified before the com-
mittee in 1993. But the frivolous suits, 
the persons that are doing these things 
with a cookie-cutter, they can file 
them within the 1-year period. The peo-
ple that are going to be blocked out by 
the 1 and 3 requirement are people who 
really have reasonable claims and do 
not find out about them. By definition, 
there is a lot of deception that goes on 
here, and a lot of people with meri-
torious claims are going to be blocked 
out by the failure to adopt this 2 and 5- 
year amendment, which I think is a 
very constructive proposal. 

Mr. GRAMS. I wanted to make one 
note, that all these what we would con-
sider frivolous lawsuits are not filed 
within hours, but some wait 3 to 5 
years, requiring businesses to produce 
even more records, which would make 
it even more expensive to debate or 
fight this in court. 

Mr. BRYAN. Would the Senator yield 
for a question? 

Mr. SARBANES. Mr. President, what 
is the time situation? 

The PRESIDING OFFICER. The Sen-
ator from Maryland has 14 minutes 15 

seconds, and the Senator from Min-
nesota 23 minutes. 

Mr. SARBANES. Is this colloquy on 
the time of the Senator from Min-
nesota? 

The PRESIDING OFFICER. Yes. Who 
yields time? 

Mr. GRAMS. I will yield to the Sen-
ator from Nevada for a question. 

Mr. BRYAN. If I might inquire of my 
good friend. The Senator from Min-
nesota made the point that a 2-year 
statute of limitations will help inves-
tors and disadvantage lawyers. If that 
were the case, I would argue on behalf 
of his position. But if in his State of 
Minnesota, or in my State of Nevada, 
an innocent victim of fraud, because of 
the cleverness of the perpetrator of the 
fraud, does not discover that fraud 
until after 3 years from the date of its 
occurrence, would not the Senator 
agree that, in that situation, the inves-
tor recovers not at all? The SEC can 
bring an action, but it is not brought 
to recover on behalf of the investor. 
The investor may be penalized civilly 
or criminally, but the recovery is not 
on behalf of the investor. I would be in-
terested in the Senator’s response. 

Mr. GRAMS. Sometimes all the clev-
erness is not on behalf of the defendant 
but on behalf of the plaintiff who is 
bringing the suit. This is basically the 
attorney. So I believe that with the 
speed and technology, this always can 
be a debate or an argument of who ben-
efits most from that. But I do believe 
that in the far majority of the cases, 
the plaintiff has adequate time, and in 
the serious cases where real fraud has 
been perpetrated by such a company, 
would always have an opportunity, if I 
am not mistaken, for the SEC to bring 
legal action. 

Mr. SARBANES. If the Senator will 
yield on that point, the SEC can bring 
action against the bad actor to punish 
the bad actor, but that action would 
not recover the damages for the inno-
cent investor. I ask the Senator from 
Nevada, is that not correct? 

Mr. BRYAN. That is the point. 
Mr. SARBANES. For the private 

party to recover the damages, the pri-
vate party must bring this suit. So 
your private party would be left, in ef-
fect, holding the bag. 

Mr. GRAMS. I was just advised that 
the plaintiff can recover from the 
disgorgement fund if this were the 
case. 

Mr. BRYAN. If the Senator might an-
swer one other question about frivolous 
litigation—— 

The PRESIDING OFFICER. Does the 
Senator yield on his time? 

Mr. GRAMS. Yes. 
Mr. BRYAN. If I might engage in a 

continuing dialog, we all agree—and 
there is no disagreement—with respect 
to taking the appropriate action 
against the frivolous lawsuits, as I 
have commended the chairman of the 
Banking Committee. There are provi-
sions in there that I agree with, as do 
the Senator from Minnesota and the 
Senator from Maryland, with respect 

to the sanction provisions under rule 
11. But I must say—and I ask the Sen-
ator this—when you have the SEC, the 
Securities and Exchange Commission, 
the State Securities Administrators, 
the North American Association of Se-
curities Administrators, you have the 
State Government Finance Officers, 
the local government finance officers, 
all of whom advocate the 2- and 5-year 
statute, is it the Senator’s view that 
they are advocating that on behalf of 
the Nation’s trial lawyers as opposed 
to the public? Unless there is a con-
spiracy I am not aware of, I would be 
interested in the Senator’s response. 

Mr. GRAMS. I think as you noted in 
your colloquy, there have been argu-
ments on both sides. And in weighing 
the differences in those two arguments, 
you might agree with the group that 
you have just mentioned. But I also 
agreed with some of the others and 
agree that the 1 and 3 still provides 
adequate protection. 

Mr. BRYAN. I respect the response of 
the Senator. I yield the floor, reserving 
the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. SARBANES. What is the time 
situation? 

The PRESIDING OFFICER. The Sen-
ator from Nevada has 14 minutes 15 
seconds. 

Mr. SARBANES. Will the Senator 
yield 4 minutes? 

Mr. BRYAN. The Senator from Ne-
vada will be happy to yield 4 minutes. 

Mr. SARBANES. I thank the Sen-
ator. 

Mr. President, first of all, I want to 
have printed in the RECORD a letter 
from the American Bar Association ex-
pressing its opposition to S. 240, and 
stating: 

In its present form the ABA opposes S. 240 
since many of the provisions of the legisla-
tion would dramatically reduce the protec-
tion now afforded shareholders who are de-
frauded. The ABA agrees that some adjust-
ments to existing procedures and securities 
class actions are warranted. 

They are making a very important 
point. I say to my distinguished col-
leagues, I hear the assertions, the peo-
ple proposing the amendments want no 
changes made. That is not the case. 

From the very first in this debate, we 
agreed to the proposition that some 
changes needed to be made. The ques-
tion now is, what changes, how far? We 
are trying to cut back on the excesses. 

Here is a letter—and many others I 
have quoted take exactly the same po-
sition—which concludes by saying, urg-
ing us: 

. . . to amend many of the proposals in S. 
240. Instead of accomplishing the laudable 
purposes that the proponents assert, the leg-
islation in its present form will have a fun-
damental negative effect upon private en-
forcement of the securities law which is an 
essential and effective ingredient to main-
taining the integrity of our markets. 

Mr. President, I ask unanimous con-
sent that the full text of the letter be 
printed in the RECORD at the end of my 
statement. 
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The PRESIDING OFFICER (Mr. 

GRAMS). Without objection, it is so or-
dered. 

(See exhibit 1.) 
Mr. SARBANES. Mr. President, I 

very strongly support the amendment 
offered by the Senator from Nevada. I 
think it is important to restore some 
balance to this bill. 

The statute of limitations governs a 
period of time that an investor has to 
bring a securities fraud lawsuit. If it is 
not brought within that period of time, 
it cannot be brought at all, no matter 
how valid the claim is. 

So, it is very important to under-
stand the impact the statute of limita-
tions will have upon all suits. It is 
being portrayed here as impacting only 
frivolous suits. It will, in fact, impact 
all suits, including meritorious suits. 

For over 40 years, the courts held 
that the statute of limitations for se-
curity fraud actions is the State stat-
ute of limitations determined by analo-
gous State law. While these statutes 
varied, they afforded securities fraud 
victims sufficient time, generally 
speaking, to discover fraud and to file 
suits. More than 60 percent of the 
States had statutes of limitations 
longer than what has now been pro-
vided in the Lampf case and that is in 
this bill. 

That was a 5-to-4 decision, that the 
lawsuit must be brought within a year 
after learning of the fraud, and in no 
event, more than 3 years after it takes 
place, even if you do not know about it 
—even if you do not know about it. 

There are two standards. One, you 
know; how soon must you bring your 
suit? The other is, you do not know 
about it; how many years must tran-
spire before you are closed out? If you 
find out about it 7 years later, even 
under the old statute of limitations, 
well, it is too long. Now that is being 
cut from 5 to 3 years. 

The time period in this bill is shorter 
than the statute of limitations for pri-
vate security actions under the law of 
31 of the 50 States. Security law ex-
perts say the statute of limitations im-
posed by the Supreme Court is too 
short. It does not provide investors 
with enough time to discover a fraud 
and then to file a lawsuit. 

I quoted earlier a quote from Chair-
man Breeden, in which he said that it 
could ‘‘well mean that by the time in-
vestors discover they have a case, they 
are already barred from the court-
house.’’ 

As my distinguished colleague from 
Nevada has pointed out, not only the 
SEC but State securities administra-
tors and the FDIC have all agreed that 
the shorter period as reflected in this 
legislation does not allow individual 
investors adequate time to discover 
and pursue violations of securities law. 
In fact, the State securities regulators 
said about the shorter statute of limi-
tations, that it: 

. . . effectively forecloses any means of re-
covery for defrauded investors whose only 
mistake may be to not discover a concealed 
fraud. 

We are talking about people who are 
the victims of fraud. Their only mis-
take is they have not discovered this 
concealed fraud. 

I want to commend Senator BRYAN 
for offering this amendment. It is a 
matter he has pursued before. In fact, 
it was without opposition, adopted as 
an amendment to a banking bill in 
1991. Many here thought it was impor-
tant. In fact, this bill, as initially in-
troduced by Senator DOMENICI and Sen-
ator DODD, contained this provision. In 
fact, it was put right in the title: 

To amend the Securities and Exchange Act 
of 1934 to establish a filing deadline. 

Obviously, it was regarded as an im-
portant matter, since it was put front 
and center. 

As I indicated, the objective, inde-
pendent parties have all testified that 
the 2 and 5 years is the standard that 
we ought to have. The Government Fi-
nance Officers Association wrote: 

Wrongdoers would be let off the hook by a 
shorter statute of limitations. 

Mr. President, I very strongly sup-
port this. 

Let me close with this observation: 
Extending the statute of limitations 
has nothing to do with frivolous cases. 
It will allow individual investors more 
time to bring legitimate cases, time 
they need, because fraud artists often 
conceal their fraud. The experts in this 
area, the securities regulators, know 
more than anyone about bringing secu-
rities fraud cases. They have been sup-
portive of the proposition being offered 
by my distinguished colleague from 
Nevada. 

I very much hope my colleagues will 
support this amendment. I yield the 
floor. 

EXHIBIT 1 

AMERICAN BAR ASSOCIATION, 
GOVERNMENTAL AFFAIRS OFFICE, 

Washington, DC, June 26, 1995.
Hon. CHRISTOPHER J. DODD, 
Committee on Banking, Housing and Urban Af-

fairs, U.S. Senate, Washington, DC. 
DEAR SENATOR DODD: I write on behalf of 

the American Bar Association concerning 
legislation entitled Reform of Private Secu-
rities Litigation—S. 240—presently before 
the United States Senate. In its present form 
the ABA opposes S. 240 since many of the 
provisions of the legislation would dramati-
cally reduce the protection now afforded 
shareholders who are defrauded. 

The ABA agrees that some adjustments to 
existing procedure in securities class actions 
are warranted. Legislative amendments 
which require full disclosure of settlement 
terms, promote finality in settlements and 
encourage voluntary and non-binding ADR 
foster those goals without sacrificing the in-
tegrity of our markets and the interests of 
public investors. Accordingly, we support 
provisions of S. 240 which contain such re-
forms. 

The ABA’s concerns are directed to those 
provisions in proposed legislation which 
would, in effect, eviscerate the remedy which 
makes the capital market in the United 
States the envy of the world. In particular, 
we oppose the ‘‘Loser Pays’’ provisions, the 
change in the long-standing principle of 
joint and several liability, and the expanded 
‘‘safe-harbor’’ which will not protect even 
fraudulent forward looking statements. In 

addition, we oppose the mandating of height-
ened requirements for pleading scienter, and 
mandatory stay of discovery when a motion 
to dismiss is filed, the limitations on dis-
covery even after a complaint has been sus-
tained, and the limitation to a single amend-
ment to a complaint in a securities class ac-
tion. 

The legislation detailed above, if enacted, 
would not simply, as proponents assert, pre-
vent frivolous litigation. It would dramati-
cally undermine the ability of public share-
holders who have been injured through viola-
tions of the federal securities laws to achieve 
redress. In our view, the federal class action 
for securities fraud remains a vital and nec-
essary component of the federal regulatory 
scheme. Moreover, the present trend in the 
case law to eliminate frivolous claims and to 
ensure adherence to relatively stringent 
pleading and proof requirements, calls into 
question the need for many of the provisions 
of S. 240. 

At a minimum, any proposed changes to 
Federal rules of Civil Procedure should fol-
low the Rules Enabling Act in which Con-
gress specified such changes will go to the 
Judicial Conference of the United States 
which receives input from the public, the 
bench and the bar. The need for this review 
by the Judicial Conference is particularly 
compelling given the provisions of the legis-
lation which seek to have different pleading, 
proof and discovery rules for federal securi-
ties fraud cases, a dramatic departure from 
the uniform approach to all claims taken by 
the Federal Rules of Civil Procedure ever 
since their enactment in 1937. 

The reasons for our objections to par-
ticular provisions of S. 240 are detailed 
below: 

MODIFIED ‘‘LOSER PAYS’’ UNDER RULE 11 

The requirements of Section 103 (a) and (b) 
requires the court (i) to make specific find-
ings on compliance by all parties and all at-
torneys with regard to each requirement of 
Rule 11(b) and (ii) mandating sanctions for 
any violations. The court is also directed to 
presume that the appropriate sanction is 
reasonable attorneys’ fees and expenses of 
the opposing party. Although this presump-
tion may be rebutted by evidence that such 
sanctions would impose an undue burden on 
the violator, we agree with Chairman Levitt 
of the SEC that this section ‘‘may have the 
unintended effect of imposing a ‘Loser Pays’ 
scheme’’. 

The in terrorem effect of such a change in 
the law will largely close the Federal courts 
to securities class actions including the most 
meritorious of cases because the vast major-
ity of litigants are unable to run the risk of 
being forced to pay for the other side’s fees. 
The merits of litigation are rarely, if ever, 
clear at the outset and what is one side’s 
clearly meritorious case is often the other 
side’s frivolous litigation. Thus, in the ab-
sence of assurances from counsel, which 
counsel will be unable to provide, all but the 
very wealthy likely will be prevented from 
bringing a securities action in Federal court 
and no one likely will ever bring a class ac-
tion. 

If any ‘‘Loser Pays’’ provision is enacted, 
securities class actions in the federal courts 
will largely become a thing of the past, and 
private securities litigation in general may 
all but disappear, except for disputes be-
tween wealthy adversaries. The resulting 
loss in accountability, investor confidence, 
and the proper functioning of our capital 
markets would be wholly against the public 
interest. A major deterrent to corporate 
wrongdoing would be lost. This cannot be the 
desire of Congress and we urge you to reject 
these proposals. 
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EXCESSIVE SAFE HARBOR FOR FORWARD 

LOOKING STATEMENTS 
S. 240, in Section 105, adopts a sweeping ex-

emption from fraud liability for forward 
looking statements by including a scienter 
standard which, in the words of Chairman 
Levitt of the SEC, ‘‘may be so high as to pre-
clude all but the most obvious frauds.’’ S. 240 
should be amended to assure that there is no 
safe harbor for a forward looking statement 
that is materially false or misleading. 

ENDING OF JOINT AND SEVERAL LIABILITY 
The ABA strongly supports the existing 

joint and several liability principles of to-
day’s laws. As SEC Chairman Levitt stated, 
‘‘[t]he Commission has consistently opposed 
proportionate liability, because [u]nder the 
existing system of joint and several liability, 
the solvent defendants [in cases where one of 
the wrongdoers in insolvent] must bear the 
share of the bankrupt defendants. Under a 
system of strict proportionate liability, the 
defrauded investors would be required to ab-
sorb the loss.’’ As he elaborated: ‘‘although 
the traditional doctrine of joint and several 
liability may cause defendants to bear more 
than their proportional share of liability in 
particular cases, this is because the current 
system is based on equitable principles that 
operate to protect innocent investors. Joint 
and several liability is based on the equi-
table principle that, as between defrauded 
investors and defendants who are found to 
have knowingly or recklessly participated in 
a fraud, the risk of loss should fall on the 
latter. The goal of ensuring that defrauded 
investors are fully compensated for their 
losses, in other words, overrides any distinc-
tion based on the relative culpability of the 
defendants. . . . 

S. 240 should therefore be amended to re-
store the joint and several liability 
princples. 
PLEADING AND DISCOVERY, AND LIMITATIONS ON 

AMENDED PLEADINGS AND DISCOVERY 
S. 240 mandates a number of procedural re-

quirements none of which have serious merit 
and all of which represent a violation of the 
procedures established by the Rules Enabling 
Act. Simply put, the cumbersome nature of 
these proposals and their unintended con-
sequences demonstrate anew why the far 
more thoughtful process established by Con-
gress in the Rules Enabling Act ought to be 
followed here. 

Rule 23 contains ample safeguards today to 
assure that named plaintiffs adequately rep-
resent the class and their lawyers pursue the 
cases vigorously. The new pleading and dis-
covery proposals of S. 240 are troublesome in 
that for the first time under the Federal 
Rules special requirements are established 
for a particular class of cases. Moreover, the 
proposals contradict the present Rule 9(b) of 
the Federal Rules of Civil Procedure. Given 
the evidence that courts are already enforc-
ing heightened pleading requirements today, 
the proposal is not only mischievous but un-
necessary. The last thing Congress should be 
endorsing is the dismissal of meritorious 
cases at the pleading state. The pleading 
standards in S. 240 require a plaintiff to 
plead the ‘‘state of mind’’ of each defendant, 
which is impossible to do prior to any dis-
covery. 

Finally, the limitations on the ability of 
plaintiffs to amend their pleadings and to 
pursue discovery while undoubtedly having 
the effect of preventing frivolous claims 
from going forward, also has the pernicious 
effect of barring claims with substantial 
merit. It is only through significant dis-
covery and repleading that these important 
claims get adjudicated, an unlikely result if 
these proposals are adopted. 

In sum, the American Bar Association 
urges you to amend many of the proposals in 

S. 240. Instead of accomplishing the laudable 
purposes that their proponents assert, the 
legislation in its present form will have a 
fundamental negative effect upon private en-
forcement of the securities law, which is an 
essential and effective ingredient to main-
taining the integrity of our markets. 

Sincerely, 
ROBERT D. EVANS. 

Mr. D’AMATO. Mr. President, the 
question before us, on the statute of 
limitations, is an interesting one. 

I think we really have to ask whether 
or not you really cannot discover a 
fraud in the 3 years? 

Now, there have been some Ponzi 
schemes and other schemes that have 
gone on and worked for a long time. 
There have been some fraudulent in-
vestment practices at large, very well 
respected, institutions, where it has 
taken a period of time for people to 
bring them to the bar. In those cases, I 
suggest that it has been the SEC who 
has brought these cases. They have 
done it because people have broken the 
law, people have committed fraud. 
They have not filed specious, frivolous 
suits. 

That does not mean every time they 
bring a suit, the are right; but more 
often than not, they are. Indeed, where 
people have defrauded investors and 
have made profits unfairly, the SEC 
has been quite successful in gaining 
penalties and fines, and in some cases 
disgorgement of those ill-gotten gains. 
Again I state that the SEC is not pre-
cluded by the statute of limitations. In 
the Prudential case the SEC got $660 
million in disgorgement. The wonder-
ful thing is that when the SEC recovers 
in a case those moneys go to the people 
who have been victimized. It is not a 
case where they recover pennies on the 
dollar. 

If we look at most of the successful 
cases that have not been brought by 
the SEC, the cases brought by the pri-
vate sector bar, they literally recover 
pennies, pennies on the dollar of lost 
investment. As a matter of fact, there 
have been a series of articles that after 
these cases have been settled—most of 
these cases end in settlements being 
made—the people who the lawyers set-
tle on behalf of get literally nothing, in 
some cases box tops, or the ability to 
receive even more products that they 
do not want. They say, ‘‘What was 
this? What did I gain from this suit?’’ 
But, the lawyers got millions and mil-
lions of dollars. 

We are really here making a state-
ment, saying, we will put into law 
what the Supreme Court, in its wis-
dom, feels is right. Of course we have a 
right to disagree, but they said 3 years 
is plenty of time in which to discover 
that fraud; 1 year after the time of dis-
covery and I agree. 

Let me raise a question. Why should 
it take 2 years to bring a lawsuit after 
the time of discovery? 

Mr. SARBANES. Will the Senator 
yield? 

Mr. D’AMATO. Why, after 1 year 
upon discovery, can you not bring a 
suit? 

Mr. SARBANES. Will the Senator 
yield on that point? 

Mr. D’AMATO. I am happy to yield. 
But on my colleague’s time, because we 
are pretty much even now. I have done 
that deliberately, evened it up. 

Mr. BRYAN. I yield such time as the 
Senator needs. 

Mr. SARBANES. As I understand it, 
the Senator from Nevada said it takes 
the SEC 2.2 years from the time they 
start working on it to bring the case. 
So if it takes the SEC 2.2 years, I do 
not think it is unreasonable that a pri-
vate party ought to have 2 years. 

The SEC cannot recover. The 
disgorgement which the Senator made 
reference to is only for illegal gains 
that a party realizes. Then you can 
force them to disgorge it. They may 
not have illegal gains, or the 
disgorgement may not be enough to 
pay the private parties. The private 
party suit goes against the wrongdoer 
with respect to all of their assets. The 
disgorgement only gets at some bo-
nanza which they have hit upon which 
you force them to give back and then 
you can allocate that out. That does 
not begin to cover the problem of the 
plaintiff recovering. 

But, in any event, on the particular 
point, the SEC takes 2.2 years. I do not 
think it is unreasonable to give private 
parties 2 years to bring their suit. 

Mr. D’AMATO. If I might, the point 
is, if after the discovery of a fraud it 
takes more than a year to bring that 
case I think we are just really holding 
captive and in bondage, so to speak, a 
small business entrepreneur who is the 
possible plaintiff of a suit. Also, I think 
that the SEC does not take 2.2 years to 
bring that case; but I believe to finish 
that case; not to just investigate that 
case. 

Let me suggest that, extending the 
statute of limitations makes it pos-
sible to hold this sword of alleged fraud 
over someone; I have found it or some-
one will find it. Instead of bringing a 
case within a year they dangle it over 
the company for 18 months, 2 years, at-
tempting to get a settlement, then 
maybe file the papers just before that 2 
years is up—I do not think we want to 
do that. How is that advancing the 
cause of justice? 

If there is wrongdoing this Senator 
wants to see the people who have un-
dertaken that wrongdoing punished. I 
want to see their illegal profits given 
back. And again, there is a procedure 
whereby those who have gotten ill-got-
ten gains who have profited by defraud-
ing others can be brought to justice by 
the Securities and Exchange Commis-
sion. And the SEC has used that au-
thority. They have done it in the case 
of Prudential, and, I daresay, that in 
other cases where outrageous practices 
have taken place they will continue to 
bring suit. 

Mr. President, what we are seeking 
here is a balance. I think to basically 
double the statute of limitations will 
not bring about the kind of balance we 
are looking for. I think it would be a 
mistake. 
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Again, this Senator has been willing 

to look at this question carefully but I 
think the overwhelming body of opin-
ion in the business community, in the 
legal community, and in the Congress, 
is that 3 years is a sufficient period of 
time given the fact that the SEC has 
authority to bring suit. 

By the way, there may be cases that 
the SEC should not undertake, which it 
does, but there is the difference. I have 
some trust in them. I do not have any 
trust in the entrepreneurial spirit of a 
handful of lawyers who have managed 
to hold captive, to a certain extent, le-
gitimate business activities in this 
country. When the accountants of this 
country are placed in the position that 
some of them may go out of business 
because of the incredible liability that 
they face in practicing their profession 
as a result of these type lawsuits, then 
it is time to say, ‘‘Enough is enough. 
We have to change this.’’ 

That is what we are attempting to do 
with this legislation, and that is why 
the 1 and 3 years statute of limitations 
is the provision we used. I recognize 
reasonable people may disagree, but I 
hope I have been able to lay out the 
methodology and the motive, for why 
we have chosen what we think is a fair 
balance. One year from the time the 
fraud is discovered, 3 years from the 
time the fraud has been committed; I 
think that is very, very reasonable. 

I yield the floor. 
Mr. BRYAN. May I inquire of the 

Chair, how much time remains? 
The PRESIDING OFFICER. The Sen-

ator from Nevada has 4 minutes and 45 
seconds remaining. The Senator from 
New York has 12 minutes and 7 seconds 
remaining. 

Mr. BRYAN. Mr. President, it is my 
understanding that a motion will be 
made shortly to seek unanimous con-
sent, to which I have no objection, to 
have the rollcall begin at 5:30. If in fact 
the Senator from Nevada is correctly 
informed of that, I inquire of the dis-
tinguished chairman of the Banking 
Committee whether he would be agree-
able to providing a little additional 
time for us to engage in discussion? 

Mr. D’AMATO. May I ask if my col-
league might like an additional 15 min-
utes or half-hour equally divided? 

Mr. BRYAN. That I would think 
would be fair. If we do not need it all, 
we can yield it back. 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent we be given an ad-
ditional 30 minutes to debate, 15 min-
utes on each side. 

The PRESIDING OFFICER. There is 
about 15 minutes remaining in the de-
bate. 

Mr. D’AMATO. I am asking an addi-
tional 15 minutes and extend the time 
for voting an additional half-hour. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The Senator from Nevada. 
Mr. SARBANES. Mr. President, will 

the Senator yield for just a moment? 
Mr. BRYAN. The Senator from Ne-

vada will be happy to yield. 

Mr. SARBANES. Will the Chair indi-
cate the parliamentary situation for us 
now? 

The PRESIDING OFFICER. Will the 
Senator repeat the question, please? 

Mr. SARBANES. Will the Chair re-
peat the parliamentary situation now? 

The PRESIDING OFFICER. There 
was just consent given for an addi-
tional 30 minutes of debate. 

Mr. SARBANES. Equally divided? 
The PRESIDING OFFICER. Equally 

divided, 15 minutes for each side. 
Mr. D’AMATO. That would bring us 

to 5:45. 
Mr. SARBANES. Then when would 

the vote occur? 
Mr. D’AMATO. At 5:45. 
The PRESIDING OFFICER. Right, 

under the time that was just consented 
to, it would be at 5:45. 

Mr. SARBANES. As I understood the 
request, it was to move the vote to 5:30 
and have half an hour equally divided. 
The vote is now scheduled for 5:15, is 
that correct? 

The PRESIDING OFFICER. The re-
quest was for an additional 30 minutes 
of debate time and there was 15 min-
utes remaining on the clock between 
the two sides, so that would now give 
45 minutes debate remaining, equally 
divided between both sides. 

Mr. SARBANES. That was not my 
understanding. 

Mr. BRYAN. Mr. President, if I 
might? 

The PRESIDING OFFICER. The Sen-
ator from Nevada. 

Mr. BRYAN. If I misspoke myself I 
apologize. 

What I was seeking to do was to get 
a combined 30, which was the time 
that, as I understood it, the vote was to 
occur, and the use of additional time. I 
am not trying to preclude my friend 
from New York from exercising the full 
amount of his time. 

Mr. D’AMATO. Mr. President, might 
I ask that the two votes that are sched-
uled after the Bryan vote be limited to 
10 minutes each? 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. SARBANES. When will the first 
vote occur under this request? 

The PRESIDING OFFICER. Accord-
ing to the unanimous-consent agree-
ment, it would be at 5:45. 

Mr. SARBANES. The subsequent two 
votes would be 10 minutes each; is that 
correct? 

The PRESIDING OFFICER. That is 
correct. 

Mr. SARBANES. The time between 
now and 5:45 will be divided equally? 

The PRESIDING OFFICER. The addi-
tional time is divided equally. The Sen-
ator from Nevada would now have 16 
minutes and 57 seconds; the Senator 
from New York would have 28 minutes 
and 1 second. But the additional 30 
minutes was equally divided between 
the two sides. 

Mr. BRYAN. Mr. President, again, I 
think I created some confusion. I 
apologize. It was my intent to get addi-
tional time but to begin our voting at 

5:30. The reason I say that to my friend 
from New York is to try to accommo-
date him. I intend to offer several 
amendments this evening. I think the 
sooner that we get to those probably 
the better off we are. 

So somehow the state of the Record 
might reflect that whatever time the 
Senator needs, I would like a little bit 
more time, and start voting at 5:30. It 
is not my intent by some parliamen-
tary artifice to reduce or limit his 
time. But I need a little bit more time. 
That is why I was requesting that be 
done in that fashion. 

Mr. SARBANES. Mr. President, I 
think maybe we can work this out if 
we begin the vote at 5:45, and divide 
the time between now and then equally 
and make the two votes after the first 
vote 10-minute votes. 

Mr. D’AMATO. I have no objection. 
The PRESIDING OFFICER (Mr. 

ABRAHAM). Is there objection? But the 
time is still not divided equally with 
the 45 minutes remaining. 

Mr. D’AMATO. Let me ask that the 
time from this time on be divided 
equally; that both sides start off with 
the same time, and we commence our 
first vote at 5:45. 

Mr. SARBANES. And then the subse-
quent two votes will be 10-minute 
votes. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BRYAN addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Nevada. 
Mr. BRYAN. Mr. President, I think 

this has been an interesting and a con-
structive debate. 

Let me just say that this is an issue 
that I know is dry as dust, but I think 
it is important to point out that across 
the country there is some under-
standing that we are not just talking 
about legalisms, and what we are about 
to do will have a serious impact on mil-
lions and millions of Americans. 

I invite my colleagues’ attention to a 
number of editorial responses from 
across the United States, from a broad 
number of newspapers, not regionally 
focused, not philosophically on one 
side, but I think a broad spectrum. 
They raise very, very legitimate con-
cerns about S. 240 in its present print. 

The Miami Herald, ‘‘License to 
Steal’’; the Bergen County Record, 
‘‘Protection for Con Artists’’; the News 
& Observer, ‘‘Safe Harbor for Fraud’’; 
the New York Times, ‘‘Protection for 
Corporate Fraud’’; Jonesboro Sun, 
‘‘Bad Measure’’; the Denver Post, ‘‘Sen-
ate Bill Would Give Free Ride to Secu-
rities Fraud’’; the Seattle Post-Intel-
ligencer, ‘‘Securities Bill Hurts Inves-
tors’’; the Napa Valley Register, ‘‘Se-
curities Fraud Bill is a Fraud’’; the 
Palm Beach Post, ‘‘One Big Stock 
Swindle’’; North Sioux City Times, 
‘‘Your Money At Risk’’; the Seattle 
Times, ‘‘Congress is Wrong to Limit In-
vestor Suits’’; Dayton Daily News, ‘‘Se-
curities ‘Reform’ Bill Backwards’’; St. 
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Louis Post-Dispatch, ‘‘Don’t Protect 
Securities Fraud’’; Contra Costa 
Times, ‘‘Shielding Securities Fraud’’; 
Los Angeles Times, ‘‘This Isn’t Re-
form—It’s a Steamroller’’; and, again, 
the Palm Beach Post, ‘‘Making the Na-
tion Safe for Fraud.’’ 

So the notion that somehow this is 
an argument that only involves those 
who are involved as securities lawyers 
I think can misstate the scope and the 
concern of this provision. 

Let me say that if you look at the 
history of what has occurred since the 
last case in 1991, that issue was brought 
before the Congress. At that time, my 
good friend, the distinguished chair-
man of the Banking Committee, was a 
cosponsor with me in trying to extend 
the statute of limitations from 1 to 3 
years, as that court decided the case, 
to 2 to 5. The distinguished Senator 
from Connecticut was a supporter of 
that change, as well. He continues to 
support the 2-to-5-year statute of limi-
tations. 

His very able cosponsor, the distin-
guished senior Senator from New Mex-
ico, Senator DOMENICI, also expressed 
his support in 1991. The only concern 
the Senator had was that he felt that 
the statute of limitations issue ought 
not to be considered in an isolated 
sense. This is what he had to say on the 
floor of the U.S. Senate on November 
19, 1991. 

First, I am not opposed to the exten-
sion or retroactivity if we are able to 
attach some amendments that address 
the issues of attorney fees, who pays 
the cost for these various lawsuits 
which are going to be extended, all of 
which is done in S. 240. 

So we have those people who have 
been over the years most actively in-
volved at one time or another, all of 
whom supported S. 240 with a 2-to-5- 
year statute of limitations. 

Those who know the circumstances 
best, those who investigate fraud at 
the State level and at the Federal 
level, the North American Securities 
Administrators Association and the Se-
curities and Exchange Commission, all 
say that one fact that is central to se-
curities fraud is the cleverness of the 
defrauders in concealing their fraud. 
They have from time to time pointed 
out the Ponzi scheme, in which you do 
not know until at the very end that 
you have been a victim of a fraud; or 
municipal bond fraud, which has front 
loaded an escrow account in which pay-
ments are made for several years so the 
unwary investor is totally unaware 
that he or she has been defrauded. You 
have limited partnerships, in which 
those frauds are not detected for years, 
and the SEC itself saying that to con-
duct an investigation takes an average 
of 2.25 years. 

That strikes me as a very persuasive 
argument for a 2-to-5-year statute of 
limitations. 

In addition, you have the State fi-
nancial officers and local government 
financial officers. Now, I am not un-
mindful of the fact that accountants 

and securities underwriters and others 
do not like the longer statute of limi-
tations, and they are obviously enti-
tled to make their point. But I do not 
think it would shock anybody on the 
floor to suggest that their positions are 
tinged with self-interest. 

Who speaks for the public? The Con-
gress of the United States ought to 
speak for the public. And those who 
represent the public interest in both 
Republican and Democratic adminis-
trations, the Chairmen of the SEC, 
each have expressed their support for a 
2- to 5-year statute of limitations. 
State securities administrators, many 
of whom, I suspect, probably most, are 
appointed by Governors directly rep-
resenting the people of their respective 
States, have also spoken in behalf of 
the 2- to 5-year statute of limitations. 
State financial officers, many of whom 
are directly elected by the people, oth-
ers of whom may be appointed by the 
Chief Executive of the respective 
States, again representing the public 
interest, have expressed their support. 
And the same thing is true with local 
government financial officers. 

Mr. SARBANES. Will the Senator 
yield on that very point? 

Mr. BRYAN. The Senator would be 
happy to yield. 

Mr. SARBANES. In just yesterday’s 
New York Times an article appeared 
written by Mark Griffin, the director of 
the Utah Securities Division. He is a 
board member of the North American 
Securities Administrators Association, 
which comprises the 50 States’ securi-
ties regulators. In fact, he is the chair-
man of the Securities Litigation Re-
form Task Force and testified in front 
of our committee, and I think, in fair-
ness, all members of the committee 
would agree that he was a very ration-
al, thoughtful witness. Now, he in this 
article, in which he takes a very strong 
position, says, ‘‘The securities litiga-
tion bill is reform in name only.’’ But 
on this very point that the Senator is 
now arguing, having addressed other 
provisions of the bill that he thought 
were deficient, he said, and I quote 
him: 

Perhaps the clearest sign, however, that 
the bill’s proponents have sold middle class 
investors down the river is their refusal to 
lengthen the time in which consumers can 
bring cases to court. The current rule derives 
from a 1991 Supreme Court decision that cre-
ated a statute of limitations for Federal se-
curities law cases of 1 year from discovery of 
a misdeed or 3 years from the commission of 
the act in question. This represented a seri-
ous reduction in the time available for such 
lawsuits since Federal courts previously had 
relied on State standards for statute of limi-
tations. Currently 31 States permit longer 
than the 1 and 3 standard for the filing of 
State securities cases. 

And then he closes this discussion on 
this very point with this question: 

What possible case can the backers of this 
bill make for keeping the time limit as short 
as possible so that future swindlers who 
cover their tracks carefully will get off the 
hook for good? 

Mr. President, this is not a party to 
the issue. This is not someone who has 

a vested economic interest on one side 
or another of this. This is a State di-
rector of the State securities division. 

I thank the Senator for yielding. 
Mr. BRYAN. I think the Senator 

makes a very compelling point, and I 
think he speaks on behalf of the Na-
tion’s security regulators at the State 
level. And that view is shared by his 
counterpart at the Federal level. 

I would yield the floor and reserve 
the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. D’AMATO addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from New York. 
Mr. D’AMATO. Mr. President, I think 

we just have a fundamental difference 
of opinion. There are those people who 
advocate extending the period of time 
to 5 years to detect fraud. To them I 
say, look at the sophistication to study 
markets and to review documents that 
we have today. Given the ability to 
learn more about a company, more 
about its activities, given all of the in-
formation that is available, I think 
that extending the statute of limita-
tions gives this group of hawks—that is 
a kind word; more descriptive would be 
‘‘vultures’’—who look at every turn to 
seize an opportunity to bring suit, not 
on behalf of the poor or the down-
trodden but on behalf of themselves, 
too much time and opportunity to find 
something with which to bring a frivo-
lous suit. There is a page in the Com-
mittee report on S. 240 which quotes a 
lawyer who talks about his clientele. 
He is one of those lawyers who brings 
these meritless suits, and he describes 
it. 

I do not pretend, nor do I suggest at 
all, all lawyers operate in this manner, 
because they do not. That would be 
wrong. That would be a disservice. But 
a sufficient number operate in this way 
in this particular area. I have asked if 
we could get some figures on this. It 
would be very interesting to ascertain, 
for example, in the second circuit, 
where one law firm in particular brings 
all these suits, how many of the plain-
tiffs are the same. I mean, they are the 
same people and they own almost no 
stock whatsoever—sometimes as little 
as 10 shares each. They just get shares 
in every company. And if stock in that 
company goes up or down—even if it 
goes up—then they sue. They say: You 
did not tell us; you withheld informa-
tion from us; and we should have 
known; and I am injured. They sue, and 
they get paid. They get paid for loan-
ing their names. These lawyers, these 
same lawyers pay these individuals. 
This one lawyer said—I do not want to 
give the wrong name: 

‘‘I have the greatest practice of law 
in the world,’’ this one lawyer said. He 
acknowledges once telling a meeting of 
corporate directors—imagine telling 
this to a group of corporate directors— 
‘‘I have the greatest law practice in the 
world.’’ And why? Why? Senator BOXER 
talks about the aged, the sick, the in-
firm, the poor investors, here is what 
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he thinks about them. Here is what he 
thinks about them; he said, ‘‘I have no 
clients.’’ 

He is operating for himself. He is just 
looking to make money, pile it up. 
Here it is on page 6 of the committee 
report, which has been submitted, ‘‘Re-
port of the Committee of Banking, 
Housing and Urban Affairs,’’ I knew it 
was here because I did read it. The 
comment by one plaintiff’s lawyer: 

I have the greatest practice in the world. I 
have no clients. 

‘‘William T. Barrett, ‘I have no cli-
ents,’ Forbes, October 11, 1993.’’ The 
fellow’s name was Bill Barrett. Mr. 
Barrett was a partner in the law firm 
that brings most of these suits perhaps 
even more than anybody else. And he is 
proud of that. He is proud of that. 

I do not think that is something to 
be proud about. If you want to say I re-
cover on behalf of the little guy, and I 
take on those who have inveigled them 
and swindled them, I understand that. 
But when you brag: I have the greatest 
practice of law in the world—‘‘I have 
no clients’’—that is a heck of an admis-
sion. 

I do not want to give Mr. Barrett and 
those who practice with that kind of 
attitude an additional period of time to 
chum up the waters, to try to create 
situations, to try to look for that 
which does not exist. I will support 
them if they are bring cases that in-
volve fraud absolutely, that involve de-
liberately giving misinformation, abso-
lutely, but I will not support the cre-
ation of specious lawsuits, lawsuits 
that are not well grounded and only de-
signed to shake down—shake down— 
businesses, shake down insurers, shake 
down people, to make them pay. 

That is wrong, and we have got to 
stop it. The fact is we are paying bil-
lions of dollars out and consumers are 
paying because we have allowed this 
practice to continue, and it has become 
a very sophisticated art form. Look at 
the record. Just look at the record. 
Ninety-three percent of those cases are 
settled, and they are not settled be-
cause anybody was going to prove 
fraud. They are settled because a small 
company or even a large successful 
company cannot afford to carry that 
litigation on for many years; litigation 
that costs them millions of dollars. 
Even if they win, they lose. 

You heard my friend, Senator DODD, 
bring up the case where the accounting 
firm was sued and won, they won the 
lawsuit. It cost them $6 million to win. 
They were only paid on the initial con-
tract $15,000. That probably epitomizes 
the worst of what takes place, but it 
takes place too often. 

Open the door longer? No, I do not 
see what benefit that would hold. And 
I really have a difficult time under-
standing, and I do not refer to my col-
leagues, those in the media who say we 
are trying to give a license to people to 
commit fraud. Why do they not wake 
up? They could not operate under the 
same standards that business does. 
They are given a shield. We are simply 

saying, in this legislation, that you 
ought to be able, if you discover the 
fraud within a year, to bring the suit. 
Why would you need 2 years? 

Now, it is true that at the Securities 
and Exchange Commission, once they 
have completed all their depositions; 
they go through very thoroughly; takes 
2-plus years to bring suit. 

But in 2.2 years their suit is abso-
lutely totally ready, they have laid the 
cupboard bare and have made all their 
discoveries, they use the power of their 
office to bring suit where there is fraud 
and they can recover for the investors. 
So, indeed, it may take them 2 years to 
completion. We are not saying some-
body has to complete their lawsuit in 2 
years, but certainly, they should be 
able to start it within 1 year if they be-
lieve a fraud has really taken place. 
Extending it to 2 years just goes be-
yond the realm of reason. 

I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. BRYAN. Mr. President, may I in-

quire how much time remains? 
The PRESIDING OFFICER. On your 

side, 11 minutes 30 seconds, and Sen-
ator D’AMATO has 12 minutes 56 sec-
onds. 

Mr. BRYAN. I yield as much time as 
the Senator from Maryland desires. 

Mr. SARBANES. If the Senator will 
just yield me 3 minutes. 

The PRESIDING OFFICER. The Sen-
ator from Maryland. 

Mr. SARBANES. Mr. President, I 
want to again commend the Senator 
from Nevada for offering this amend-
ment. It is a very important amend-
ment. This is an issue he has dealt with 
over the years with a great deal of at-
tention and understanding and 
thought. 

The distinguished Senator from Ne-
vada is, of course, a former Governor of 
that State, and prior to that the attor-
ney general of the State of Nevada, and 
before that a member of the Nevada 
Legislature on the judiciary com-
mittee. So he has had experience in 
dealing with these issues, and I am 
sure out of his tenure as attorney gen-
eral can appreciate what small inves-
tors come up against when they are 
confronted with these fraud situations. 

This provision to extend the statute 
of limitations does not reach the kind 
of horror examples that people on the 
proponents of this legislation are as-
serting. 

This statute of limitations issue af-
fects meritorious suits as well as frivo-
lous suits. There are other ways in the 
bill that we are trying to do away with 
the frivolous suits, to which the Sen-
ator from New York was just making 
reference. And, in fact, many of us try-
ing to amend this bill have indicated 
that we support many of the provisions 
aimed at dealing with the frivolous 
suits. But we have to draw the line 
when the provisions are carried to ex-
cess, when you have overreaching and, 
in effect, you are negatively going to 
impact upon the small investor who 

has been bilked, who has been taken 
gross advantage of. 

This statute of limitations we pre-
viously dealt with here with relatively 
little controversy. As a matter of fact, 
most people, when we previously con-
sidered it, were supportive of the 2- to 
5-year period, which is what the stand-
ard has been for 40 years under the se-
curities laws, for 40 years. 

The 1- to 3-year standard that is now 
in this bill is shorter than what applies 
in over 60 percent of the States. If you 
know about the fraud, you ought to be 
able to bring a suit within a year. The 
SEC takes over 2 years to bring a suit 
once it knows about it. So I think it is 
unfair to expect the private party to 
meet a higher standard than you ex-
pect the Securities and Exchange Com-
mission to meet with all the expertise 
and with all the resources that it has. 

The 3 years, in effect, says if you per-
petrate a fraud and no one finds out 
about it and 3 years go by, you are 
scot-free. 

The PRESIDING OFFICER. The Sen-
ator’s time has expired. 

Mr. SARBANES. Will the Senator 
yield me 1 more minute? 

Mr. BRYAN. I will be pleased to. 
Mr. SARBANES. What that says is if 

you do a fraud, you are a fast operator, 
you perpetrate a fraud, and you man-
age to conceal it for 3 years, that under 
this statute, you are then scot-free. 
What the distinguished Senator from 
Nevada is saying is that period at least 
ought to be 5 years. 

Some say why should it not even be 
longer and some States, in fact, have a 
longer period. The argument for having 
a statute of limitations generally 
speaking in the law is that at some 
point you want to have finality, you 
want to bring things to an end, you do 
not want to have always open the pros-
pects of a lawsuit. So you try to have 
a reasonable statute of limitations. 
The one we have always used in this 
area now for more than four decades 
has been 5 years in terms of the period 
that could run in which you could then 
find out about the fraud. 

Now it is proposed to cut that back 
to 3 years. So if the fast operator can 
conceal and deceive his fraud for a 3- 
year period, then he escapes, he comes 
out scot-free. 

I say to my colleagues, I suggest to 
you this is a very meritorious amend-
ment, and I very much hope the Mem-
bers will support it. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. D’AMATO. How much time re-

mains? 
The PRESIDING OFFICER. Twelve 

minutes fifty-six seconds. 
Mr. D’AMATO. I yield the Senator 5 

minutes. 
The PRESIDING OFFICER. The Sen-

ator from Utah. 
AMENDMENT NO. 1472 

Mr. BENNETT. Mr. President, I ap-
preciate the opportunity to come—and 
I understand there will be stacked 
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votes—and talk on several amend-
ments, one that was the subject of de-
bate earlier. I asked my distinguished 
chairman if I could make a quick com-
ment on it, and he agreed that might 
be appropriate. 

There is an article in today’s Wall 
Street Journal that I think has bearing 
on the debate, today’s news today, if 
you will, which says: ‘‘Big Accounting 
Firms Weed Out Risky Clients.’’ 

If you have a big-name auditor, hold on 
tight. It’s getting a lot tougher to find—and 
keep—prestigious outside auditors to certify 
annual financial statements. 

The statement that I think is appro-
priate in this article, to this debate, re-
ferring to a partner at Peat Marwick, 
is where he talks about: 

When a client we audit goes bust . . . it 
costs us a bundle in court if we’re sued by in-
vestors, whether we win or lose the case. 

Mr. Lambert says that legal costs are 
‘‘staggering’’ for a lawsuit filed in a Federal 
court in Texas alleging a faulty review of a 
bank’s books by Peat. The bank was taken 
over by the Federal Government in 1992 after 
big losses. The jury ruled in Peat’s favor in 
1993, but the firm had to spend $7 million to 
defend itself even though the fee for the job 
was $15,000. Mr. Lambert says, ‘‘We just can’t 
afford to take on risky audit clients any-
more.’’ 

That is what will happen if we do not 
pass this legislation, Mr. President. 
People are going to be denied access to 
accountants, who will not run the risk 
of a $7 million legal fee, even when 
they are exonerated, for a $15,000 audit-
ing fee. They will simply not be avail-
able, and the end that we are all seek-
ing in this legislation, which is to pro-
tect investors, will be frustrated if the 
amendment dealing with the joint and 
several liability is adopted. 

Mr. SARBANES. Will the Senator 
yield on that point? 

Mr. BENNETT. I will be happy to. 
Mr. SARBANES. The other day, we 

rejected the amendment that would 
have restored joint and several. So the 
bill now has proportionate liability in 
it. The only thing the amendment of-
fered earlier addresses is a provision in 
the bill that would still keep joint and 
several for small investors. 

So if you had a small investor with a 
net worth of under $200,000—and that 
figure is retained—we would drop out 
of it the requirement that that small 
investor had to lose at least 10 percent 
of his net worth, namely $20,000. So if 
he lost $15,000 or $5,000, he could be held 
whole instead of the participant in the 
fraud escaping the burden. 

Mr. BENNETT. Mr. President, we are 
talking about strike suits on behalf of 
professional plaintiffs, and a profes-
sional plaintiff could easily fit within 
the category of the Senator’s amend-
ment. 

Mr. DODD. Will my colleague yield? 
Mr. BENNETT. I will be happy to 

yield. 
Mr. DODD. My colleague from Mary-

land was not here when I expressed my 
remarks. I will say to the Senator from 
Utah, I submitted that article for the 
RECORD. 

Mr. BENNETT. I apologize. 
Mr. DODD. If you go to the Census 

Bureau and Federal Reserve study on 
what the median net worth is in this 
country, you get two different num-
bers. The Census Bureau says the me-
dian net worth is $37,000. The Federal 
Reserve said in 1992 it is $52,000. 

When you set the standard at $200,000 
of net worth, which we do, basically, 
you are including about 95 percent of 
the people in this country. Only a 
small percentage is left that have a net 
worth in excess of $200,000. So if you 
then do not have some of the standard 
here, then de facto—not de jure, but de 
facto—you have eliminated propor-
tionate liability. 

Mr. SARBANES. I ask the Senator 
from Connecticut, what is the net 
worth of the median investor? 

Mr. DODD. I do not have that sta-
tistic. 

Mr. SARBANES. I know, but you 
are—— 

The PRESIDING OFFICER. The Sen-
ator from Utah has the floor. 

Mr. BENNETT. I think my time has 
probably expired. I thank my colleague 
from Connecticut. I apologize that I 
was not listening to him when that was 
put into the RECORD. I will not ask 
that it be printed in the RECORD. 

Mr. D’AMATO. I yield another 2 min-
utes to the Senator from Utah. 

AMENDMENT NO. 1469 
Mr. BENNETT. The amendment be-

fore us is on the statute of limitations. 
We have heard all of these arguments. 
I do not want to repeat them over and 
over again. Simply, from my business 
experience, I tell you the impact of the 
statute of limitations which is hanging 
over business. If you have a statute of 
limitations that is 5 years, you have to 
keep all your records for 5 years; you 
have to be concerned about what is 
going to happen to you in 5 years, even 
though you know nothing has gone 
wrong, and you get yourself into that 
circumstance. 

If there were time, I could describe 
circumstances where the lawyers wait 
until the last moment before the expi-
ration of the statute, no matter when 
it is, in order to panic the situation. It 
becomes a device, if you will, that 
plays into the hands of the people that 
are seeking to do the kinds of things 
we are talking about here. 

I believe 3 years is long enough. I be-
lieve that it is a salutary thing to say 
to the lawyers, if you suspect there is 
fraud, get on with it quickly and do not 
play the game of playing it out those 
extra 2 years and hoping in that extra 
2-year period that people will be a lit-
tle sloppy in recordkeeping and you 
will be able to create greater uncer-
tainty than you would if you acted in a 
timely fashion. Memories fade after 3 
years, legal suits become much more 
difficult to pursue after 3 years. I think 
the 3 years that are in the bill are ap-
propriate. For that reason, I am oppos-
ing the amendment. I thank the Chair. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. D’AMATO. The Senator from 
North Carolina would like 3 minutes. 

I yield to the Senator from North 
Carolina. 

Mr. FAIRCLOTH. Mr. President, I 
want to address some of the amend-
ments that have been discussed on the 
Senate floor today. First, I oppose ex-
tending the statute of limitations for 
securities private rights of action. I 
think the current 3-year statute is 
quite adequate. The Securities and Ex-
change Commission Act of 1934 put this 
into law. That was 60 years ago. It has 
been unchanged ever since. 

Certainly, in this age of computers, 
fax machines, and the rapid commu-
nications that we have, particularly in 
the financial community, I do not see 
the need to extend the statute that has 
been more than adequate for 60-plus 
years. 

Mr. President, there is little evidence 
that a longer period is needed. Three 
years from the discovery of a securities 
fraud violation is adequate. 

The problem has not been a longer 
period—the problem has been that 
class action suits are now filed lit-
erally within hours of a stock price 
dropping. I cannot understand why 
anyone would think that a longer pe-
riod is justified with the current prac-
tices that we are dealing with. 

I am also concerned that by extend-
ing the statute to 5 years, we make it 
harder for firms to defend themselves 
against lawsuits that are totally base-
less to begin with. 

Companies will have to search busi-
ness records that have not been used 
for years. They will have to interview 
employees whose recollections are 
hazy. Moreover, they will have to track 
down employees that probably no 
longer work for the firm and probably 
are on the other side of the country. 
All of this is to defend themselves 
against a possible claim for 5 years. 
Business records and recollections get 
hazy, and 5 years gets to be a long 
time. 

In my home State of North Carolina, 
we have a 2-year statute of limitations, 
and to my recollection, no one has ever 
suggested that it needed to be changed. 

With respect to Mr. SARBANES’ 
amendment, I think the Senate has 
covered this ground already. On Fri-
day, the Senate defeated Mr. SHELBY’s 
amendment by a large margin. 

Mr. President, S. 240 already has an 
extremely balanced and reasonable 
proportionate liability section. First, 
it requires that in the case where other 
defendants are insolvent, every other 
defendant must pay an additional 50 
percent of the losses he caused to help 
pay the plaintiffs. 

Also, the bill takes care of small in-
vestors. It covers those with a financial 
net worth of under $200,000. 

Mr. President, this covers 90 percent 
of the families in the United States. 
There is no need to go further, as Sen-
ator SARBANES is suggesting. Yes, there 
are many victims and some victims 
who are not made whole. But there are 
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very few. If, however, we do not leave 
this provision alone, there will be 
many victims on the other side of the 
equation, those companies that are 
sued simply because they have deep 
pockets. 

These companies are often forced 
into settling because large lawsuits 
loom and it is cheaper to settle. They, 
too, are victims of a flawed legal sys-
tem and untrustworthy lawyers. This 
needs to be changed. S. 240 changes 
this, and that is why I am opposed to 
the Sarbanes amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BRYAN. I yield to the Senator 
from Connecticut. 

Mr. DODD. I will take 1 minute. 
Again, for the purpose of debate and 
discussion here, my colleagues will not 
be surprised. The original bill we put 
in, of course, did include a statute of 
limitations very much along the lines 
being offered by the Senator from Ne-
vada. I support this amendment. There 
is one major difference here between 
this amendment and what was origi-
nally proposed, and that is the require-
ment of reasonable diligence on the 
part of the investor to determine 
whether or not there has been any 
fraud. Reasonable diligence is not in-
cluded in this amendment. I regret 
that because I think there is a dif-
ference between the investor who must 
bear a responsibility to keep an eye out 
for what is going on and the one that 
does not pay any attention whatsoever. 
The absence of that language is not so 
fatal that I oppose the amendment. 
There is a difference between the origi-
nal language and the language here. So 
you treat both investors alike and peo-
ple who engage in this activity bear a 
responsibility to watch out for them-
selves in many ways, which is not in-
cluded in the amendment. 

I think that technology being what it 
is, the world having changed to the 
point where you can actually have 
pretty sophisticated operations today, 
makes it difficult for the average in-
vestor to be aware of what is going on. 
I support the language Senator DOMEN-
ICI and I originally had in the bill and, 
for that reason, I support this amend-
ment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. D’AMATO. How much time is re-
maining? 

The PRESIDING OFFICER. Two 
minutes two seconds, and Senator 
BRYAN has 4 minutes 44 seconds. 

Mr. BRYAN. Thank you very much, 
Mr. President. This has been an inter-
esting discussion. Because the time is 
running out, let me be brief on several 
points. For my colleagues who are con-
cerned about the abuses that lawyers 
visit upon the system, let me suggest 
that this amendment is not at issue. 
The able chairman and the sponsor of 
the bill have crafted a number of provi-
sions—prohibition of referral fees to 
brokers, prohibition on attorney’s fees 
paid from SEC disgorgement funds, and 
several others. 

Let nobody be misled that this bill or 
debate is about whether you favor re-
forms in the litigation system as it 
deals with attorney abuse. We have 
dealt with that issue. I find myself a 
bit confused. The distinguished Sen-
ator from Utah is arguing against my 
amendment and he says if the statute 
of limitations is extended, those law-
yers who file suits will wait until the 
last minute. He has extensive experi-
ence in business, and I greatly respect 
him. The distinguished Senator from 
North Carolina, also experienced in 
business, tells us that the problem is 
that lawyers file instantaneously when 
the stock prices go down. I must say, I 
do not think it can be both ways. 

The basic problem here is one of con-
cealment. The very nature of these 
frauds that are perpetrated upon the 
investment public involve the conceal-
ment of fraud through any artifice or 
device possible, and although there is 
much new technology out in the mar-
ket, the technology changes are not a 
response to the basic cleverness of 
those who perpetrate these frauds in 
keeping their frauds from the victim. 

The North American Association of 
Securities Administrators and the SEC 
point out to a number of those cases— 
municipal bond frauds, limited part-
nership, to cite just two. 

Mr. President, I think it also needs 
to be made note of those who have 
looked at this over the years, as Sen-
ator D’AMATO, Senator DOMENICI, and 
Senator DODD have all at one point 
taken the position the statute of limi-
tations ought to be extended from 2 to 
5 years. 

I recognize there are those that have 
a vested financial interest who want to 
preclude suits from being filed. I under-
stood that. That ought not to dictate 
policy response. 

Those who have the public interest 
and the public trust at issue as to their 
only responsibility, the SEC, State Se-
curities Association, the State Finan-
cial Officers, Local Government Finan-
cial Officers, all are together. All of 
the regulators agreed that in the inter-
est of fairness, the statute of limita-
tions ought to be extended from 2 to 5 
years. That represents both a national 
perspective, a State perspective, and a 
local government perspective. 

Unless we subscribe to a conspiracy 
in history, all cannot be in league with 
trial lawyers. They have reached the 
conclusion, as I have, based upon the 
compelling evidence before us, conceal-
ment is the problem, and 2 to 5 years is 
a reasonable time to provide an oppor-
tunity for plaintiffs to file. 

Mr. D’AMATO. Mr. President, this is 
admittedly incomplete, but let me just 
share some statistics from one law firm 
in New York between 1990 and 1992. One 
plaintiff was a plaintiff in 14 cases—14. 
The second plaintiff was in 10; the third 
fellow, 7; another fellow, 7; another fel-
low, 7. I will not mention the names of 
these plaintiffs, because I want to be 
respectful and not embarrass them. 
But, I should mention their names, be-

cause I am sure these plaintiffs are not 
legitimately aggrieved. It is incredible. 
I would like to find out how many 
shares they owned in each of these 
firms—I bet not more than one owns 
more than 10 shares. These plaintiffs 
buy shares in multiple companies so 
the firm can be designated lead coun-
sel, and then the plaintiffs get paid a 
bonus. 

That is the kind of practice we have 
had taking place. I do not think we 
should keep this door open for 5 years 
for these lawyers to find supposed 
frauds so they can bring these kinds of 
cases. That is why I have to oppose this 
amendment. 

Do I want to hurt those who truly 
have been hurt? Absolutely not. When I 
see one plaintiff in 14 cases in 3 years, 
and another plaintiff in 10, and 1, 2, 3, 
4, 5, 6 others who have been involved in 
a multiplicity of cases during this 
same period, I say it is time to change 
things. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Nevada has 1 minute and 18 
seconds remaining. 

Mr. BRYAN. I think this perhaps has 
been discussed fully. I want to ac-
knowledge the leadership the ranking 
member, Senator SARBANES, provided 
in viewing this legislation. I thank him 
very much for his leadership; and the 
courtesy of the chairman of the com-
mittee. Although we find ourselves in 
disagreement, his courtesy is much ap-
preciated. 

Mr. D’AMATO. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. D’AMATO. I move to table. 
The PRESIDING OFFICER (Mr. 

BROWN). The question is on agreeing to 
the motion to table the amendment 
numbered 1469, offered by the Senator 
from Nevada [Mr. BRYAN]. 

The clerk will call the roll. 
The assistant legislative clerk called 

the roll. 
Mr. LOTT. I announce that the Sen-

ator from Texas [Mr. GRAMM] and the 
Senator from Pennsylvania [Mr. 
SANTORUM] are necessarily absent. 

Mr. FORD. I announce that the Sen-
ator from Illinois [Ms. MOSELEY- 
BRAUN], the Senator from New York 
[Mr. MOYNIHAN], and the Senator from 
Illinois [Mr. SIMON] are necessarily ab-
sent. 

I further announce that the Senator 
from Rhode Island [Mr. PELL] is absent 
on official business. 

I further announce that, if present 
and voting, the Senator from Illinois 
[Ms. MOSELEY-BRAUN] would vote 
‘‘aye.’’ 

I further announce that, if present 
and voting, the Senator from Rhode Is-
land [Mr. PELL] would vote ‘‘nay.’’ 

The PRESIDING OFFICER. Are there 
any other Senators in the Chamber de-
siring to vote? 

The result was announced—yeas 52, 
nays 41, as follows: 
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[Rollcall Vote No. 283 Leg.] 

YEAS—52 

Abraham 
Ashcroft 
Baucus 
Bennett 
Brown 
Bumpers 
Burns 
Campbell 
Chafee 
Coats 
Cochran 
Coverdell 
Craig 
D’Amato 
DeWine 
Dole 
Domenici 
Exon 

Faircloth 
Feinstein 
Frist 
Gorton 
Grams 
Grassley 
Gregg 
Hatch 
Hatfield 
Helms 
Hutchison 
Inhofe 
Jeffords 
Kassebaum 
Kempthorne 
Kyl 
Lott 
Lugar 

Mack 
McConnell 
Murray 
Nickles 
Packwood 
Pressler 
Pryor 
Robb 
Simpson 
Smith 
Snowe 
Stevens 
Thomas 
Thompson 
Thurmond 
Warner 

NAYS—41 

Akaka 
Biden 
Bingaman 
Boxer 
Bradley 
Breaux 
Bryan 
Byrd 
Cohen 
Conrad 
Daschle 
Dodd 
Dorgan 
Feingold 

Ford 
Glenn 
Graham 
Harkin 
Heflin 
Hollings 
Inouye 
Johnston 
Kennedy 
Kerrey 
Kerry 
Kohl 
Lautenberg 
Leahy 

Levin 
Lieberman 
McCain 
Mikulski 
Murkowski 
Nunn 
Reid 
Rockefeller 
Roth 
Sarbanes 
Shelby 
Specter 
Wellstone 

ANSWERED ‘‘PRESENT’’—1 

Bond 

NOT VOTING—6 

Gramm 
Moseley-Braun 

Moynihan 
Pell 

Santorum 
Simon 

So the motion to table the amend-
ment (No. 1469) was agreed to. 

AMENDMENT NO. 1472 
The PRESIDING OFFICER. The 

question now occurs on the Amend-
ment 1472 offered by the Senator from 
Maryland, Mr. SARBANES. Is there a re-
quest for the yeas and nays? 

Mr. D’AMATO. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mrs. BOXER. Mr. President, par-

liamentary inquiry? It was my under-
standing that the author of the amend-
ment had the option to take a minute 
of time before the vote was taken. I un-
derstand that it was part of the unani-
mous consent agreement. I want to 
make sure that I am correct on that, 
because I would like that opportunity 
with my amendment. I was not certain 
whether the Senator from Maryland 
waived that right or what the par-
liamentary situation was. 

The PRESIDING OFFICER. The Sen-
ator is correct. That time is available 
if Senators wish to take it. It certainly 
would be available to the Senator from 
California when her amendment is con-
sidered. 

The question is on agreeing to the 
amendment of the Senator from Mary-
land. On this question, the yeas and 
nays have been ordered. 

Mr. BYRD. Mr. President, the expla-
nation of the amendment was included 
in the order. I ask that the explanation 
be given. 

The PRESIDING OFFICER. The 
agreement called for an explanation, 

and the explanation is requested. The 
Senator from Maryland is recognized. 

Mr. SARBANES. Mr. President, I will 
be very quick. 

This amendment takes a provision 
that is in the bill that departs from 
proportionate liability. The bill says 
that in a situation in which you have a 
small investor, with a net worth of less 
than $200,000, and if that small investor 
loses over 10 percent of his net worth— 
in other words, $20,000—then you will 
in effect hold them harmless, all the 
defendants will continue to be jointly 
and severally liable. I leave the $200,000 
net worth provision but eliminate the 
10 percent requirement as to the 
amount of loss, so if someone has a net 
worth of $200,000 and loses $5,000, they 
still would be protected. The notion of 
this is to try to protect small inves-
tors, and I am very frank to tell you I 
think they ought to be protected. 

Under the other provision in the bill, 
they provide— 

Mr. CONRAD. May we have order, 
Mr. President, so we can hear. 

Mr. SARBANES. That in an instance 
of proportionate liability—— 

The PRESIDING OFFICER. The Sen-
ator’s time has expired. 

The Senator from New York is recog-
nized. 

Mr. D’AMATO. Mr. President, this 
amendment is really another attempt 
to knock out one of the most meaning-
ful provisions of S. 240 and double the 
amount that defendants would have to 
pay if there was an insolvent codefend-
ant. The basis upon which we attempt 
to give some relief is to say, yes, for 
some small investors, if they have 
under $200,000 and a 10 percent cap. 
What we are doing here is just knock-
ing it aside. We have to stop people 
going after people just because they 
have deep pockets, just because they 
have lots of money. And so I urge my 
colleagues to vote no. 

The PRESIDING OFFICER. The 
question now occurs on agreeing to 
amendment No. 1472 offered by the Sen-
ator from Maryland, Mr. SARBANES. 
The yeas and nays have been ordered. 
The clerk will call the roll. 

The legislative clerk called the roll. 
Mr. BOND (when his name was 

called). Present. 
Mr. LOTT. I announce that the Sen-

ator from Texas [Mr. GRAMM] is nec-
essarily absent. 

Mr. FORD. I announce that the Sen-
ator from Illinois [Ms. MOSELEY- 
BRAUN], the Senator from New York 
[Mr. MOYNIHAN], the Senator from Illi-
nois [Mr. SIMON] are necessarily ab-
sent. 

I further announce that the Senator 
from Rhode Island [Mr. PELL] are ab-
sent on official business. 

I further announce that, if present 
and voting, the Senator from Illinois 
[Ms. MOSELY-BRAUN] and the Senator 
from Rhode Island [Mr. PELL] would 
each vote nay. 

The PRESIDING OFFICER. Are there 
any other Senators in the Chamber 
who desire to vote? 

The result was announced—yeas 29, 
nays 65, as follows: 

[Rollcall Vote No. 284 Leg.] 
YEAS—29 

Akaka 
Biden 
Boxer 
Bradley 
Breaux 
Bryan 
Cohen 
Conrad 
Daschle 
Dorgan 

Feingold 
Graham 
Harkin 
Heflin 
Hollings 
Inouye 
Jeffords 
Kennedy 
Kerrey 
Lautenberg 

Leahy 
Levin 
McCain 
Rockefeller 
Sarbanes 
Shelby 
Snowe 
Thompson 
Wellstone 

NAYS—65 

Abraham 
Ashcroft 
Baucus 
Bennett 
Bingaman 
Brown 
Bumpers 
Burns 
Byrd 
Campbell 
Chafee 
Coats 
Cochran 
Coverdell 
Craig 
D’Amato 
DeWine 
Dodd 
Dole 
Domenici 
Exon 
Faircloth 

Feinstein 
Ford 
Frist 
Glenn 
Gorton 
Grams 
Grassley 
Gregg 
Hatch 
Hatfield 
Helms 
Hutchison 
Inhofe 
Johnston 
Kassebaum 
Kempthorne 
Kerry 
Kohl 
Kyl 
Lieberman 
Lott 
Lugar 

Mack 
McConnell 
Mikulski 
Murkowski 
Murray 
Nickles 
Nunn 
Packwood 
Pressler 
Pryor 
Reid 
Robb 
Roth 
Santorum 
Simpson 
Smith 
Specter 
Stevens 
Thomas 
Thurmond 
Warner 

ANSWERED ‘‘PRESENT’’—1 

Bond 

NOT VOTING—5 

Gramm 
Moseley-Braun 

Moynihan 
Pell 

Simon 

So the amendment (No. 1472) was re-
jected. 

Mr. D’AMATO. Mr. President, I move 
to reconsider the vote by which the 
amendment was rejected. 

Mr. DOLE. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

Mr. SARBANES addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Maryland is recognized. 
Mr. SARBANES. Mr. President, as I 

understand it, under the unanimous 
consent request, the Senator from Cali-
fornia now has the opportunity to ad-
dress the substance of her amendment 
for 1 minute and the Senator from New 
York has 1 minute to reply; is that cor-
rect? 

The PRESIDING OFFICER. The Sen-
ator is correct. 

Mr. SARBANES. Mr. President, I 
make the point of order that the Sen-
ate is not in order, and I request the 
Chair to obtain order in the Senate be-
fore we go to the explanation of the 
amendment and the response thereto, 
out of courtesy to our colleagues. 

The PRESIDING OFFICER. The Sen-
ator’s point is well taken. The Senate 
will be in order. Members will cease 
conversation. 

The Senator from California is recog-
nized. 

AMENDMENT NO. 1473 
Mrs. BOXER. I will be less than 1 

minute. Mr. President, I say to my 
friends, S. 240 changes many aspects of 
our securities laws, and many senior 
citizen groups have voiced concern. 
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My amendment simply says if S. 240 

becomes law, the Securities and Ex-
change Commission shall report to the 
Congress in 180 days as to its impact on 
senior citizens who are the main tar-
gets of securities fraud. 

So we are calling on the SEC to come 
and report to us as to the impact of 
this legislation on senior citizens. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from New York is recognized. 
Mr. D’AMATO. Mr. President, we 

have agreed to ask the Securities and 
Exchange Commission to make this 
statement. We understand the vulner-
ability of seniors. We are prepared to 
accept the amendment without a roll-
call vote. 

Mrs. BOXER. Mr. President, I ask for 
a rollcall vote in accordance with the 
previous order. 

The PRESIDING OFFICER. The yeas 
and nays have been ordered. 

Mr. DOLE addressed the Chair. 
The PRESIDING OFFICER. The dis-

tinguished majority leader is recog-
nized. 

ORDER OF PROCEDURE 
Mr. DOLE. This is in reference to the 

remainder of the evening, so it will be 
important to every Member. I under-
stand we are not able to convince any-
body to continue on this evening, ex-
cept there will be amendments offered 
and there will be debate this evening, 
but there will be no more votes after 
this rollcall vote. 

There will be votes starting at 10:30 
a.m. tomorrow: Two votes, under the 
same provision. There will be 2 minutes 
to explain before each vote, and then 
following those two votes, I understand 
there will be another amendment laid 
down. Senator SARBANES will be recog-
nized to lay down his amendment at 
about 11:15, I assume. We still very 
much would like to finish this bill in 
the early afternoon. There are five 
amendments, I understand, out-
standing. 

Mr. D’AMATO. It appears there are 
five amendments. 

Mr. DOLE. Again, there has not been 
any delay on either side. There has 
been a lot of good debate all day today. 
But we would like to complete action 
on this bill to move to something else, 
hopefully regulatory reform. There will 
be no more rollcall votes tonight, but 
two votes starting at 10:30 a.m. 

Mr. ROCKEFELLER. Will the major-
ity leader yield? The Senator was just 
interested in when the Medicare Select 
conference report will take place? 

Mr. DOLE. I hope that will happen 
this evening. As I understand, the Sen-
ator from West Virginia wanted 20 min-
utes for debate. We will dispose of that 
this evening. 

Mr. ROCKEFELLER. I thank the ma-
jority leader. 

VOTE ON AMENDMENT NO. 1473 
The PRESIDING OFFICER. Under 

the previous order, the question is on 
agreeing to amendment No. 1473 offered 
by the Senator from California, Mrs. 
BOXER. The yeas and nays have been 
ordered. The clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. BOND (when his name was 
called). Present. 

Mr. LOTT. I announce that the Sen-
ator from Texas [Mr. GRAMM] is nec-
essarily absent. 

Mr. FORD. I announce that the Sen-
ator from Illinois [Ms. MOSELEY- 
BRAUN], the Senator from New York 
[Mr. MOYNIHAN], and the Senator from 
Illinois [Mr. SIMON] are necessarily ab-
sent. 

I further announce that the Senator 
from Rhode Island [Mr. PELL] is absent 
on official business. 

I further announce that, if present 
and voting, the Senator from Rhode Is-
land [Mr. PELL] and the Senator from 
Illinois [Ms. MOSELEY-BRAUN] would 
each vote ‘‘aye.’’ 

The PRESIDING OFFICER. Are there 
any other Senators in the Chamber de-
siring to vote? 

The result was announced—yeas 93, 
nays 1, as follows: 

[Rollcall Vote No. 285 Leg.] 
YEAS—93 

Abraham 
Akaka 
Ashcroft 
Baucus 
Bennett 
Biden 
Bingaman 
Boxer 
Bradley 
Breaux 
Brown 
Bryan 
Bumpers 
Burns 
Byrd 
Campbell 
Chafee 
Coats 
Cochran 
Cohen 
Conrad 
Coverdell 
Craig 
D’Amato 
Daschle 
DeWine 
Dodd 
Dole 
Domenici 
Dorgan 
Exon 

Feingold 
Feinstein 
Ford 
Frist 
Glenn 
Gorton 
Graham 
Grams 
Grassley 
Gregg 
Harkin 
Hatch 
Hatfield 
Heflin 
Helms 
Hollings 
Hutchison 
Inhofe 
Inouye 
Jeffords 
Johnston 
Kassebaum 
Kempthorne 
Kennedy 
Kerrey 
Kerry 
Kohl 
Kyl 
Lautenberg 
Leahy 
Levin 

Lieberman 
Lott 
Lugar 
Mack 
McCain 
McConnell 
Mikulski 
Murkowski 
Murray 
Nickles 
Nunn 
Packwood 
Pressler 
Pryor 
Reid 
Robb 
Rockefeller 
Roth 
Santorum 
Sarbanes 
Shelby 
Simpson 
Smith 
Snowe 
Specter 
Stevens 
Thomas 
Thompson 
Thurmond 
Warner 
Wellstone 

NAYS—1 

Faircloth 

ANSWERED ‘‘PRESENT’’—1 

Bond 

NOT VOTING—5 

Gramm 
Moseley-Braun 

Moynihan 
Pell 

Simon 

So the amendment (No. 1473) was 
agreed to. 

Mrs. BOXER. I move to reconsider 
the vote. 

Mr. SARBANES. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. HATCH. Mr. President, I am very 
pleased to offer my enthusiastic sup-
port to the Private Securities Litiga-
tion Reform Act of 1995. 

I was an original cosponsor of S. 240, 
and have been deeply interested in 
remedying the current abuses in the se-
curities litigation system—particu-
larly those abuses that have arisen 

from the misuse of class action law-
suits to prosecute securities fraud. 
Companies in Utah as well as across 
the country are being adversely af-
fected by unfair lawsuits brought under 
the current system. 

This is only one area of the law in 
which litigation abuse has become 
rampant, and I commend the many co-
sponsors of this bill—who number over 
50—for their recognition that it is time 
to address some of the significant liti-
gation abuses in this country. 

In particular, I would like to com-
mend and thank Senators DODD and 
DOMENICI for their longstanding leader-
ship on this issue. They have once 
again worked long and hard to come up 
with an excellent bill, which so many 
of us have been able to support whole-
heartedly. I also want to thank Sen-
ator D’AMATO for his support of securi-
ties litigation reform and for his key 
role in developing the fine version of 
the bill reported out of the Banking 
Committee that we are considering 
here on the floor today. 

This bill seeks to make securities 
litigation more fair by curbing the abu-
sive litigation practices that have been 
employed by a small number of plain-
tiffs’ lawyers in securities litigation 
class action lawsuits. The hallmark of 
this small group has been the so-called 
strike suit. In such suits, attorneys 
typically file a securities fraud lawsuit 
against a company as soon as possible 
after the company’s stock drops in 
price—often regardless of whether 
there has been any fraud on the part of 
the company. 

In the complaint, those attorneys ac-
cuse the company of securities fraud, 
either in issuing the stock or in other 
company statements, and seek to ob-
tain damages to make up for the stock 
price drop—a drop that is in fact typi-
cally caused by nothing more than nat-
ural market forces. 

Here is one example. In a case—or I 
should say cases—filed in New York 
this past year, Philip Morris had an-
nounced that it was reducing the price 
of Marlboro cigarettes by 40 cents per 
pack. [In re Philip Morris Securities Liti-
gation, 1995 U.S. Dist. LEXIS 92 
(S.D.N.Y. Jan. 6, 1995).] Shortly there-
after, the company’s price per share 
lost nearly 24 percent of its value. That 
is not so surprising in a reactive mar-
ket that could easily have interpreted 
such action as leading to a loss in prof-
its, at least in the short term. 

What was surprising was the reaction 
of lawyers. Within just 2 business days, 
10 securities litigation lawsuits involve 
34 law firms were filed against Philip 
Morris. That kind of litigiousness on 
such short notice is absolutely as-
tounding. Unfortunately, that kind of 
action has become commonplace and is 
plaguing our finest companies, be they 
large corporations or smaller busi-
nesses. 

It is so widespread that a 1992 Na-
tional Law Journal article reported 
that of 46 stock fraud cases studied, 12 
were filed within 1 day and another 30 
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within 1 week of the publication of un-
favorable news about the defendant 
company. [Source: Milt Policzer, 
‘‘They’ve Cornered the Market,’’ Na-
tional Law Journal, April 27, 1992.] 

In 1990, when L.A. Gear, the sports-
wear and sneaker manufacturer, an-
nounced lower than expected earnings, 
one law firm filed 15 lawsuits just three 
days after the announcement. [Source: 
William Lash, ‘‘Securities Law Reform: 
Too Little, Too Late’’ (Center for the 
Study of American Business, Wash-
ington University, May 1995).] 

Particularly hard hit by strike suits 
have been high technology computer 
companies. A Stanford University law 
professor who conducted a study of 
shareholder class actions filed in the 
early 1980’s, most involving high tech 
firms, found that every single company 
that experienced a market loss in stock 
price of at least $20 million was sued. 
Every single company. [See Janet Coo-
per Alexander, ‘‘Do the Merits Matter? 
A Study of Settlements in Securities 
Class Actions,’’ 43 Stan. L. Rev. 497 
(1991).] That is mindboggling. These are 
some of the most successful American 
companies in recent decades, and they 
are being besieged with lawsuits. Why 
could this be? 

The answer is found in the securities 
litigation system. In her study, the 
Stanford professor—Professor Janet 
Cooper Alexander—concluded that, due 
to the pressures of the litigation sys-
tem, companies were being sued for 
reasons that had little or nothing to do 
with the presence of any real under-
lying securities fraud and that compa-
nies were being forced into settlements 
that had nothing to do with the merits 
of the case. That is not how the legal 
system is supposed to work, and that is 
now how the securities laws were 
meant to be used. 

Although the securities laws were de-
signed to punish and prevent fraud and 
abuse in the securities market, they 
are currently being abused by certain 
attorneys who seek to make a profit 
from simple stock losses. But the secu-
rities laws were not designed to insure 
against stock loss. Far from it. The se-
curities laws were designed to protect 
American investors from fraud. 

When most of our major high-tech-
nology firms have been the target of a 
securities fraud class action lawsuit, 
and when hundreds of millions of dol-
lars are spent each year on the litiga-
tion costs relating to such suits, a 
number of which show no evidence of 
wrongdoing whatsoever on the part of 
the defendant, I think we have to take 
a long hard look at this and ask our-
selves—is corporate fraud really so 
widespread that it exists in every sin-
gle firm in America? Or is this system 
encouraging litigation when there is no 
evidence of any wrongdoing whatsoever 
on the part of the defendant? 

I think the answer is clear. I think 
the reason these suits yield so many 
costly settlements has to do with the 
high costs to companies of defending 
against these suits. Due to the threat 

of exorbitant legal fees that would be 
required to defend against such strike 
suits, companies will settle securities 
lawsuits even when those suits are en-
tirely meritless. The plaintiffs’ attor-
neys then collect a hefty portion of 
that settlement through their contin-
gent fees. 

While accurate statistics are not 
available on the breakdown of attor-
neys fees, because this information is 
often not public, the Banking Com-
mittee has heard testimony that plain-
tiffs in these types of lawsuits typi-
cally receive only 14 cents for every 
dollar of damages while the attorneys 
collect 39 percent of the settlement. 
Other studies have suggested even 
lower recoveries by the shareholders. 

This area of legal abuse is truly the 
work of a few attorneys. It has been 
widely reported—both in congressional 
testimony and in cases and articles— 
that only a small number of law firms 
are involved in these abusive strike 
suits. Often, the firms use the same 
professional plaintiffs in multiple 
suits. Some will pay referral fees to get 
plaintiffs. Typically, these firms will 
rush to the courthouse to try to be the 
firm that files suit first. 

One problem is that, under current 
law, that firm will often be designated 
the lead class counsel and will be able 
to receive a larger share of the settle-
ment. Clearly, with so many suits 
being filed on such short notice, the 
law firms involved cannot possible 
have thoroughly considered the pos-
sible existence of fraud. Instead, these 
firms are simply reacting to the 
skewed incentives in the current sys-
tem that reward them for filing a law-
suit first. 

These few, rapacious law firms have 
made this kind of abusive litigation 
their specialty. They are the ones who 
have taken advantage of the system 
and harmed our businesses and our 
economy. Let us all be perfectly clear 
in our understanding that the only 
group this bill harms is that small 
group of specialized lawyers. 

Their actions come at a very high 
cost. Companies pay needless litiga-
tion, settlement, and insurance costs 
with money that could be going to cre-
ate jobs or to further research and de-
velopment. Testimony before the 
Banking Committee demonstrated 
again and again how much excessive 
securities litigation costs companies, 
who must then pass those costs on. 

Let me just mention one example. 
Testimony was received about a Sil-
icon Valley corporation named Adept 
Technology. Adept Technology is the 
only U.S. robotics corporation and it 
employs over 275 people. They were 
contemplating an initial public offer-
ing of shares, or what is commonly re-
ferred to as going public. They were ad-
vised, however, that due to the threat 
of litigation if they went public, they 
would have to carry a liability insur-
ance policy of $5 million in coverage 
which would cost upwards of $450,000 
per year. They were advised that they 

had to bear that cost, because, as a 
high-technology company going public, 
they would undoubtedly be sued for se-
curities fraud within a year or two of 
going public. The upshot of securities 
litigation lawsuit abuse is that Adept 
must pay a litigation tax in order to be 
a publicly traded company. The money 
spent this way could easily pay for five 
or six engineers who might be creating 
new products and helping keep Amer-
ican business competitive. 

By limiting the access of some firms 
to the capital market—for example, 
those that decide they cannot afford to 
go public—the current system damages 
our economy and stunts its ability to 
grow. The irony is that, while securi-
ties litigation laws were designed to 
safeguard investors, in reality the cur-
rent system ends up hurting investors. 
It harms those investors who could 
have invested successfully in those 
companies, had they gone public, and it 
hurts those investors who could have 
earned more profits on their shares, 
had those companies been more profit-
able. In this system, whose intent was 
to protect investors, the sad fact is 
that investors end up getting hurt 
while certain lawyers rake in exorbi-
tant fees. 

Another cost this abusive system im-
poses is in the perverse incentives cre-
ated when companies decide to disclose 
less information about their companies 
simply for fear that they will inevi-
tably be sued on the basis of the infor-
mation. That goes completely against 
the grain of the securities laws—all of 
which were designed to encourage 
openness and full information in our 
securities markets. 

These costs must be addressed. We 
need to eliminate abuses in the system, 
so that we can efficiently preserve the 
core values of the American stock mar-
ket—honesty, integrity, openness, and 
the free exchange of information. 
Those values are what gives the Amer-
ican stock market its respect, both 
here and abroad. 

This act is an attempt to do just 
that. It represents the culmination of a 
bipartisan effort that has evolved over 
several Congresses. I believe this bill 
balances several competing interests. 
There can be no question that it en-
sures that the class action device will 
remain available for those shareholders 
who have been the victims of securities 
fraud. It also improves on that class 
action device so that injured inves-
tors—not a small group of greedy law-
yers—can control the litigation and 
have a greater share of any settlement. 

The bill does this in a number of 
ways. 

First, the bill contains a number of 
reforms of securities litigation class 
actions that are designed to increase 
participation of the real shareholder 
plaintiffs and decrease the control of 
attorneys. For example, the court will 
select the most adequate plaintiff who 
will then direct litigation decisions. 
Securities lawsuits have often been 
brought and controlled by a relatively 
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small group of lawyers whose incen-
tives are frequently at odds with those 
of the plaintiffs and with the goals of 
the securities laws. This provision 
would ensure that litigation decisions 
are truly in the best interests of the 
shareholders and are not merely in the 
best interest of the law firm that won 
the race to the counthouse door. 

Where the parties enter into a class 
action settlement agreement, the bill 
requires the disclosure of settlement 
terms to class members so that plain-
tiffs know what they are getting and 
the attorneys fees involved. 

The bill increases pleading require-
ments so that a potential violation 
must be clearly laid out in a com-
plaint. In securities actions involving 
misleading statements or omissions, 
plaintiffs will have to specify each al-
legedly misleading statement or omis-
sion and why it is misleading. Where a 
defendant’s state of mind must be prov-
en, plaintiffs must plead specific facts 
supporting that state of mind. 

Those provisions make sense. They 
do not require a plaintiff to prove the 
entire case at the pleading stage. In-
stead, they merely require that that 
case be set out and that all the allega-
tions be supported by sufficient allega-
tions of fact. 

The bill also provides for a stay of 
discovery during the pendency of any 
motion to dismiss, unless the court 
finds that particularized discovery is 
necessary to preserve evidence or pre-
vent undue prejudice. This reduces one 
of the highest litigation costs that 
have been used to badger defendants 
into settling. This way, some of the 
merits of the case can be considered by 
the court before the defendant can be 
forced to settle through the threat of 
mounting unpayable legal bills. 

Another problem the bill addresses is 
the problem of predictive of so-called 
forward-looking statements. Some 
companies have faced damaging law-
suits merely on the basis of vague but 
optimistic projections that they would 
do well even though it was clear that 
the preduction was somewhat specula-
tive and future-orented. The bill does 
so by establishing what has been re-
ferred to as a safe harbor to protect 
issuers and others from liability under 
the securities laws for forward-looking 
statements. 

This provision has been mis-
characterized by opponents of this leg-
islation. It should be clearly under-
stood, however, that intentionally mis-
leading statements would never be cov-
ered by the safe harbor provision. In 
addition, a number of other exceptions 
apply to insure that investors can be 
protected adequately from fraud. In 
this way, the bill does not permit com-
panies to misrepresent their future per-
formance or intentions knowingly. It 
simply permits them to suggest what 
they predict their future will entail 
without being subject to harassing law-
suits when, for one reason or another, 
reality differs from their suggestions. 

The bill also reforms joints and sev-
eral liability in private securities law-

suits. Often, accounting firms and oth-
ers involved in issuing securities have 
been held liable and ultimately respon-
sible for fraud that was at best the pri-
mary responsibility of the issuing com-
pany. This provision is carefully struc-
tured to be fair, and to ensure that in-
jured investors are protected to the 
greatest extent possible. As a general 
rule, liability would be several only, in 
proportion to a defendant’s responsi-
bility for wrongdoing. 

Significantly, in cases involving 
knowing fraud, defendants would re-
main jointly and severally liable. That 
is something that opponents of this bill 
seem to have missed entirely. Where 
any defendant engages in knowing 
fraud, that defendant can be liable for 
the investors’ entire loss. This bill does 
not give any leeway to knowing wrong-
doers. 

In addition, the bill also employs cer-
tain modifications to the joint and sev-
eral rule where one defendant’s share 
may be uncollectible. Those are de-
signed to fairly balance the respon-
sibilities and needs of plaintiffs and de-
fendants. Thus, it helps improve a 
shareholder’s ability to gain full recov-
ery, for instance, where the defendant 
company has gone bankrupt. In those 
cases, the other defendants’ contribu-
tions will be stepped up. 

While this bill will grant some relief 
to accountants and others who have 
been unfairly held jointly and severally 
liable, at the same time the bill seeks 
to ensure that accountants take re-
sponsibility for detecting fraud. The 
bill requires accountants to put in 
place procedures to detect securities 
fraud. Then, if the accountant dis-
covers or suspects fraud, the account-
ant must inform management. If man-
agement fails to act accordingly, the 
accountant must then notify the SEC 
concerning the suspected fraud. 

In another provision designed to bal-
ance the need to ensure that true fraud 
does not go unpunished, the SEC is 
given authority to prosecute those who 
aid and abet securities fraud. By giving 
this authority to the SEC, it will not 
be misused by some of the securities 
lawyers who have misused so many 
other provisions of the securities laws. 

As one final point, I emphasize that 
the pervasive litigation abuses in secu-
rities class action lawsuits are not the 
only litigation misuses plaguing our 
civil justice system. In other areas of 
the law, reform is needed just as des-
perately. 

I was very proud to see the Senate 
pass product liability reform in May, 
and I look forward to the passage of se-
curities litigation reform. I only note 
that these two areas of legal reform are 
only the tip of the iceberg. Americans 
have been subject to all sorts of litiga-
tion abuses that are imposing unjusti-
fiable costs on our economy, our busi-
nesses, and our workers. 

Those costs are passed on throughout 
the Nation and they cause harm when-
ever a company, a school, or a volun-
teer organization must defend against 

outrageous legal claims. That occurs 
whether the lawsuits are securities liti-
gation lawsuits, product liability ac-
tions, or garden variety fraud, breach 
of contract, or other types of civil law-
suits. 

I hope to have the Senate consider 
the problem of the multiple imposition 
of punitive damages for the same act or 
course of conduct. While it is not my 
intent to offer to this legislation 
amendments that pertain to other, 
broader civil justice reforms, I see this 
bill as one step in a progression of 
more extensive reforms to improve our 
litigation system. I am pleased to see 
the support for this bill, and I look to 
my colleagues for continuing efforts 
against litigation abuse. 

Again, I thank Senators DOMENICI, 
DODD, and D’AMATO for their leadership 
and commend them for their efforts. 

Mrs. MURRAY. Mr. President, I rise 
today in support of S. 240—the Private 
Securities Litigation Reform Act. 

Mr. President, Americans need to be 
assured that their investment are se-
cure—that our money has been in-
vested in good faith. 

And, if an American investor has 
been the victim of fraud—no matter 
how big or little—how rich or poor— 
they should get equal treatment under 
the law. 

Guilty parties must be held account-
able. 

Mr. President, I am not rich. I know 
that investments are risky. There is no 
guarantee that you will make money 
in the stock market, or the bond mar-
ket, or on any investment. 

I learned a long time ago—from my 
parents—that you should not invest 
money you cannot afford to lose. So, 
now as a parent myself, I am very con-
servative in my investments. 

I believe in personal responsibility. 
But, Mr. President, there is an appro-

priate Federal role in this process, as 
well. We cannot abdicate our responsi-
bility to protect the American people. 

And, Mr. president, we in Congress 
have a unique role in promoting inves-
tor confidence. 

We have a duty to encourage critical 
investments—it is needed for capital 
formation—it is needed for economic 
growth and job creation. 

This is especially true in my home 
State of Washington—where many con-
sumers invest in small high-technology 
companies. 

For Washington State and for the en-
tire country—we must be vigilant to 
ensure proper protection for investors. 

That is why I am a big supporter of 
the work of the Securities and Ex-
change Commission: Chairman Arthur 
Levitt and his staff do a great job in 
exposing fraud and protecting even the 
smallest of investors. 

Section 105 of this bill gives the SEC 
new authority to sue for damages from 
securities fraud—so that victims of 
fraud will recover more of their losses. 
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Right now, Americans—who have 

been defrauded—have been getting only 
pennies on the dollar for their losses. 
Victims of fraud deserve better; they 
deserve more. This bill will help 
change that. 

Mr. President, that is why this bill is 
so critical. It returns some common 
sense to our legal system. 

I have been pleased to work with my 
good friend from Connecticut, Senator 
DODD, on this legislation. He has pro-
vided real leadership on this issue to-
gether with the distinguished chairman 
of the Budget Committee, Senator 
DOMENICI. 

This bill is the best of bipartisan co-
operation—it passed the Banking Com-
mittee by a vote of 11 to 4, with the 
majority of Democrats, voting in favor 
of this much needed reform. 

I have heard from so many people in 
my home State of Washington on this 
issue. Many have told me the present 
system operates at the expense of the 
investors it was intended to protect— 
everyday, hardworking Americans. 

We have all heard the stores of court 
cases which diminish investments. 
They inhibit job creation. They slow 
economic growth. 

How many times do small business 
people settle suits out of court just to 
make them go away? 

And, as I said, how many times do 
small investors—who have actually 
been the victims of fraud—only receive 
pennies on the dollar of their invest-
ment? 

This bill returns power and benefits 
to the little guy. Sections 101 and 102 of 
the D’Amato substitute are critical in 
this regard. 

This reform will provide a mecha-
nism for real plaintiffs—instead of a 
few lawyers—to take charge of the 
cases. 

That way, the interest of plaintiffs 
are taken into account. 

And, investors are the ones who lose 
money when fraud occurs—they have a 
right to have more of a say in steering 
the course of litigation. 

Right now, small investors lose out— 
we all lose out—because company re-
sources are wasted on settling suits, in-
stead of inventing new products. 

Biotech companies waste their re-
sources on settling nuisance lawsuits 
instead of finding the cure for AIDS 
and breast cancer. 

High-technology companies waste 
their time and resources on legal fees— 
instead of giving us a cutting techno-
logical edge that will bring us into the 
21st century. 

I have heard from many of these 
companies in my home State. Compa-
nies such as these—new, growing, for-
ward-looking—are a point of civic pride 
in the Pacific Northwest. They reflect 
the high-technology, high-wage econ-
omy of the future. 

I have real letters from real people 
expressing the importance of this bill. I 

ask unanimous consent that these let-
ters be printed in the RECORD. 

There being no objection, the letters 
were ordered to be printed in the 
RECORD, as follows: 

THE NORTHERN GROUP, 
Seattle, WA, June 1, 1995. 

Senator PATTY MURRAY, 
U.S. Senate, Washington, DC. 

DEAR SENATOR MURRAY: I would like to 
voice my strong support for Senate Bill 240. 
This long overdue legislation is critical to 
the continued success of our nation’s entre-
preneurial underpinnings. 

It is unfortunate that our judicial system 
has allowed a small group of unscrupulous 
attorneys to create such havoc among the 
community of public companies, particularly 
given the evidence that shows the lawyers as 
primary beneficiaries. 

Enough! S. 240 deserves your full support. 
Sincerely, 

GLENN KALNASY, 
President. 

IMRE CORP., 
Seattle, WA, June 7, 1995. 

Re Senate Bill 240. 
Hon. PATTY MURRAY, 
U.S. Senator, Washington, DC. 

DEAR SENATOR MURRAY: We urge you to 
continue to support SB 240, a bill which 
would reduce the ability of parties to bring 
groundless stockholder suits. IMRÉ Corpora-
tion is a small, publicly held, biomedical 
company which is seeking to develop thera-
peutic products to treat patients with cer-
tain immunologically mediated conditions 
such as rheumatoid arthritis and difficulties 
with kidney transplants. Given the investor 
environment for biotechnology companies, 
wide fluctuations in a company’s stock price 
can occur because of rumors, perceptions, 
and other factors outside the control of the 
company. 

While there are circumstances in which 
shareholder suits should be brought to pro-
tect investors, many stockholder suits which 
are filed are based solely on a sudden drop in 
stock price which may have nothing to do 
with information that was or was not dis-
seminated to the public by the company. 
Groundless shareholder suits consume vital 
corporate resources that should be used for 
more productive purposes such as research 
and development. 

If we can be of any assistance in answering 
questions that you or your staff may have 
about this subject matter, please call me at 
(206) 298–9400. 

Sincerely yours, 
EDWARD M. YOSHIDA, ESQ., 

Director, Legal Affairs. 

WASHINGTON NATURAL GAS, 
Seattle, WA, May 25, 1995. 

Hon. PATTY MURRAY, 
Senate Russell Building, Washington, DC. 

DEAR SENATOR MURRAY: I am writing to 
urge your support of S. 240, the Private Secu-
rities Litigation Reform Act of 1995. This 
legislation, designed to curb abusive securi-
ties suits, is very important to Washington 
Energy Company (WECO). We believe that it 
is time to restore balance and fairness to the 
securities litigation system. 

The number of shareholder suits have esca-
lated dramatically in recent years. Many are 
unsubstantiated, however, companies are 
forced to address them in protracted and ex-
tremely costly processes. In addition, these 
suits may produce indirect expenses, such as 
insurance costs and stock price fluctuations. 
As you may know, Washington Energy Com-

pany currently is involved with a share-
holder suit. While the court dismissed the 
claim as one without merit, we’ve been 
forced to commit considerable resources. 
These costs will continue to climb as the de-
cision has been appealed. 

S. 240 seeks to establish disincentives 
against filing frivolous suits. It encourages 
voluntary disclosures, transfers control of 
suits from lawyers to investors, and en-
hances ways to address bona fide shareholder 
claims. 

The Senate Budget Committee soon will be 
considering the ‘‘Chairman’s Mark’’ which 
reflects a good compromise. Your support 
would be greatly appreciated. 

Sincerely, 
WILLIAM J. WORTLEY, 

Vice President Public Affairs. 

KEY TECHNOLOGY, INC., 
Walla Walla, WA, June 5, 1995. 

Re S. 240, The Securities Litigation Reform 
Act. 

Hon. PATTY MURRAY, 
U.S. Senate, Hart Senate Office Building, 

Washington, DC. 
DEAR SENATOR MURRAY: I am writing to 

express my support for the provisions in the 
Private Securities Litigation Reform Act (S. 
240). This reform will benefit the growth of 
companies, like Key Technology, that pro-
vide jobs and economic expansion in our 
local communities. In addition, the proposed 
reform will provide protection for those who 
have invested these companies. 

It is important that we work to provide a 
more fair basis on which to establish the de-
gree of liability for defendants, to provide a 
safe harbor for statements by a company re-
garding future economic performance, and to 
put an end to litigation suits filed without 
any substantial evidence. 

I am pleased to see that you are a co-spon-
sor of S. 240 and encourage your continued 
support of this needed reform. Thank you for 
taking a leadership position on this impor-
tant issue. 

Sincerely, 
TOM MADSEN, 

President. 

WHIRLPOOL CORP., 
Benton Harbor, MI, May 24, 1995. 

Hon. PATTY MURRAY, 
U.S. Senate, Washington, DC. 

DEAR SENATOR MURRAY: As a company 
with a constituent facility in Redmond, I am 
writing to request your support of the Secu-
rities Litigation Reform Act. Senate Bank-
ing Committee Chairman D’Amato’s sub-
stitute for S. 240 is scheduled to be marked 
up in the Senate Banking Committee on 
Thursday, May 25, 1995. 

We especially request your support for a 
‘‘safe harbor’’ which would correct the 
‘‘chilling effect’’ on voluntary disclosure of 
information to investors by providing com-
panies with protection from investor law-
suits based upon forward-looking informa-
tion. Disclosures that would be protected by 
a safe harbor provision are predictive state-
ments on business trends, possible price 
movements and other market factors which 
investors want and expect companies, such 
as Whirlpool, to provide. 

Unfortunately, the threat of private secu-
rities litigation, should these predictions not 
be realized, is causing many companies to 
hesitate before sharing such information. A 
strong safe harbor provision will help correct 
the chilling effect on disclosure and will 
force American businesses to redirect their 
focus away from baseless lawsuits. In turn, 
this will allow us to redirect scarce resources 
toward competing more effectively in the 
global market place. 
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Thank you for your consideration of this 

important issue. Please support the Securi-
ties Litigation Reform Act with a safe har-
bor provision as it is considered in future 
Committee and Floor action. 

Very truly yours, 
ROBERT KENAGY, 

Associate General Counsel. 

DARWIN MOLECULAR CORP. 
Bothell, WA, June 6, 1995. 

Hon. PATTY MURRAY, 
U.S. Senate, Washington, DC. 

DEAR SENATOR MURRAY: I am writing on 
behalf of Darwin Molecular, a start-up bio-
technology company based in Bothell. It has 
come to our attention that the U.S. Senate 
is contemplating SB 240, a bill that would 
dramatically reduce the ability of lawyers to 
file meritless stockholder lawsuits. I am 
writing to encourage your continued support 
for this bill. 

As you well know, high technology busi-
ness and especially biotechnology companies 
face many uncertainties on the road to 
produce development. This is an industry 
whose potential may continue to be in jeop-
ardy because of the inherent difficulty of 
balancing out the financial opportunities 
and obligations against truly innovative sci-
entific and medical productivity. It is dif-
ficult enough to raise sufficient funding to 
do useful and beneficial research without the 
additional burdens imposed by other types of 
‘‘risks’’ often from individuals who may be 
looking to enhance their own situations. 
New companies in particular are vulnerable 
to these risks. 

Reform legislation in this area would be 
extremely beneficial not only to assist com-
panies but most importantly to provide a 
more productive marketplace for the ulti-
mate beneficiary, the consumer. 

We thank you for your support of this bill. 
DIANE ISONAKA, 

Director, Scientific and 
Business Development. 

CONDUCTIVE RUBBER 
TECHNOLOGY, INC., 

Bothell, WA, June 6, 1995. 
Hon. PATTY MURRAY, 
U.S. Senator, Washington, DC. 

DEAR SENATOR MURRAY: As the President 
of a small, high-tech company in Bothell, 
Washington, I am concerned about the S. 240 
legislation drafted to curb the extravagant 
number of meritless lawsuits filed against 
high tech companies. As it now stands, the 
bill has been altered from its original intent 
and purpose and no longer provides the ‘‘safe 
harbor’’ provision for forward-looking and 
predictive statements by companies. 

S. 240 is a modest, reasonable and balanced 
piece of legislation which assured the right 
of private action as a deterrent to fraud. The 
high-tech community has acted very respon-
sibly in their desire to provide access for 
truly defrauded investors to sue for recovery. 
The U.S. House of Representatives has al-
ready passed Securities Litigation Reform 
Legislation by a veto-proof majority of 325 to 
99. 

I am asking you to support the original in-
tent and purpose of S. 240 by cosponsoring 
the bill and further to add your vote to 
strengthening amendments for safe harbor, 
without which reform will be meaningless 
for the high-tech community. 

Please give your unqualified support to 
this important bill. I look forward to the 
successful passage of S. 240 as soon as pos-
sible. 

Best regards, 
R.B. LAWRENCE, 

President. 

LEASE CRUTCHER LEWIS, 
CONTRACTORS, 

Seattle, WA, June 8, 1995. 
Hon. PATTY MURRAY, 
U.S. Senate, Washington, DC. 

DEAR SENATOR MURRAY: I understand that 
the U.S. Senate is considering a bill (SB 240) 
which would reduce frivolous stockholder 
lawsuits. As both a small investor and an 
employee of a company that provides serv-
ices to high technology companies, I strong-
ly encourage your support of such legisla-
tion. 

High-tech companies, particularly high 
risk biomedical companies, are susceptible 
to what amounts to extortion by attorneys 
bringing meritless lawsuits. By nature, their 
stock values fluctuate widely, and almost 
any sharp drop can trigger a stockholder 
suit. 

Officers of high-tech companies have be-
come so fearful of stockholder suits that dis-
closure of information of any type can be a 
risky proposition. Such an intimidating 
business atmosphere stifles the entrepre-
neurial spirit found in most young high-tech 
enterprises. 

Unscrupulous attorneys have stunted the 
growth of high-tech companies, have cost the 
small investor money, and have made them-
selves rich in the process. Again, I strongly 
encourage your support of SB 240, as such 
legislation is a positive step in limiting 
stockholder suits to only those cases which 
have merit. 

Respectfully, 
MARK JOHNSON, 

Division Manager, Biomedical Projects. 

EAGLE HARDWARE & GARDEN, 
June 2, 1995. 

Hon. PATTY MURRAY, 
Russell Senate Office Building, 
Washington, DC. 

DEAR SENATOR MURRAY: I want to express 
our thanks and appreciation for your vote 
for Senate Bill 240. It is very important for 
businesses and employees in the state of 
Washington. 

Eagle Hardware & Garden, Inc. had a basi-
cally unfounded class action suit filed 
against the company by Steve Berman. It 
was a frivolous suit and the insurance com-
pany will settle the case, but we know these 
suits can damage a fledging company and af-
fect the price of the stock for all share-
holders. 

Again, your vote for Senate Bill 240 is 
greatly appreciated. 

Very truly yours, 
DAVID J. HEERENSPERGER. 

HI-REL LABORATORIES, 
Spokane, WA, June 2, 1995. 

To: Senator Slade Gorton, Senator Patty 
Murray. 
DEAR SENATORS: I would like to take a mo-

ment and thank each of you for being co-
sponsors for S. 240. 

As you know, we need strong laws to pro-
tect the rights of the people, However, busi-
ness needs support on many laws which 
cause great harm. 

We urge you to continue to support this 
bill and hope that you will work hard to con-
vince others that this bill as written, needs 
to be passed and not a watered down version, 

Hi-Rel Laboratories, Inc, and the American 
Electronics Association will always stand be-
hind a person who in fact has a legitimate 
suit against a company, but to have the suits 
for no reason other than to be able to settle 
a suit on an un-earned basis just to make 
sure the defense lawyers have income, bor-
ders on fraud. 

Thank you again for the support. 
Respectfully, 

JOHN LEVEL, 
VP Gen. Manager. 

Mrs. MURRAY. I want to read just a 
portion of another letter I received. It 
is from Michael Darling, who wrote: 

Digital Systems International settled two 
securities cases in 1993 for payments of cash 
and stock valued at $7.5 million, not includ-
ing litigation expenses. The costs of the liti-
gation forced the company to lay off 30 
workers—and to ask those remaining to ac-
cept pay cuts. 

Mr. President, I have also heard from 
the opponents of the legislation. I have 
listened carefully to every argument 
against the bill. I have worked to make 
this legislation good for all the parties 
involved. 

In fact, I have studied this issue for 
more than 2 years with members of 
both sides of the aisle—in a strong bi-
partisan fashion—to make this bill 
work for the American people. 

As we debate this bill, there are ads 
running in the papers and inflam-
matory attack ads being broadcast by 
both sides in this debate. Given the 
lengthy debate we have had on this 
bill, I find these campaigns very dis-
turbing. 

Let me say to these groups, Mr. 
President, they are not serving any-
one’s purpose but their own. 

They are not helping craft legislation 
that works for America—they are slug-
ging it out trying to seek advantage. 

I stand here on the floor today and 
say clearly to both sides of this issue— 

Keep things in perspective. Use some 
common sense. Stop attacking and 
start cooperating. 

Mr. President, I have seen some un-
fortunate—and inaccurate—statements 
made about this bill. Many have re-
ferred to an editorial from a Seattle 
newspaper which overlooked some of 
the bill’s most important provisions. 

First, their editorial states that 
high-profile, meritorious cases of secu-
rities fraud could not be brought once 
S. 240 becomes law. 

That is simply not true. The SEC can 
always fight fraud, and they do so with 
vigor and clear purpose. 

This point is made quite clearly in 
the committee report: 

None of the provisions in S. 240 affects the 
SEC’s ability to bring enforcement actions. 

Second, the editorial stated the bill 
contains a loser-pays provision. 

Again, this is untrue. S. 240 does not 
contain any fee-shifting provisions. 

It merely modifies rule 11 of the Fed-
eral Rule of Civilian Procedure. And, 
rule 11 does not sanction anyone just 
for losing their case. 

This provision actually favors the 
small investor. S. 240 states that the 
sanction does not apply if it will cause 
undue financial hardship on the sanc-
tioned party. 

Mr. President, this editorial has been 
challenged aggressively by public offi-
cials, business people, and many con-
stituents in my State. I now ask unani-
mous consent to have printed in the 
RECORD a series of letters-to-the-editor 
to Washington newspapers on this 
issue. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
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[From Seattle Post-Intelligencer, June 19, 

1995] 
EDITORIAL ON FRAUD LAW SHOWS HOMEWORK 

WASN’T DONE 
(By John Level) 

Your June 2 editorial regarding Sens. 
Patty Murray and Slade Gorton was cer-
tainly not good reporting. Both senators be-
came co-sponsors of S. 240 because the bill is 
long overdue. If you had done your home-
work, you would have found the following in-
formation. 

High-growth companies have become tar-
gets of abusive securities litigation. There 
are about 300 lawsuits filed in each of the 
past few years. Ninety-three percent are set-
tled before they go to court with settlements 
that amount to $8.6 million or a $2.4 billion 
a year industry. 

The only reason that these cases are set-
tled out of court is that it is cheaper in the 
long run. The trail lawyers are the only big 
winners in these suits. In many cases, over 60 
percent of the settlement goes to the legal 
system. 

Nearly seven out of 10 investors surveyed 
by Public Opinion Strategies for the Na-
tional Investor Relations Institute say they 
want the bill passed. The only people who do 
not want the bill passed are the lawyers, peo-
ple who make a living from lawsuits and 
some people who have not read the bill or 
even seen it. I suspect that is the case with 
you. 

Your editorial was written without a full 
understanding of the bill, and your remarks 
about Murray are fully uncalled for. A re-
traction should be made to her. While I don’t 
agree with Murray all of the time, she cer-
tainly made a good decision in supporting 
this bill and it appears that she ‘‘read’’ it. 

[From Seattle Times, June 7, 1995] 
INVESTORS RETAIN RIGHT TO SUE 

(By Scott G. Hallquist) 
The misleading information printed by The 

Times concerning securities litigation re-
form has been a disservice to Times readers. 
In both an editorial published May 29 and a 
news article published May 31, Times writers 
incorrectly suggested that the proposed leg-
islation will strip investors of their right to 
sue companies for fraud. This is simply not 
true. 

The legislation to be considered by the 
Senate represents a negotiated compromise 
that preserves an investor’s right to sue, 
while implementing reforms intended to 
curb lawsuits that are filed without reason-
able basis. 

By providing a safe harbor for forward- 
looking company forecasts made in good 
faith, the legislation is expected to improve 
the quality of information companies can 
make available to investors. 

Most troubling to me was a personal at-
tack upon the integrity of Sen. Patty Mur-
ray by a local attorney who specializes in se-
curities litigation. Unlike her accuser, I do 
not believe that Sen. Murray can be ‘‘bought 
off’’ and applaud her courage for voting in 
favor of this legislation. 

In our securities markets, the ability of in-
dividual investors to sue for damages for 
fraud by securities issuers does provide an 
important incentive for companies to pro-
vide accurate and timely information to in-
vestors. In approving the legislation now 
being considered by Congress, Sen. Murray 
and other members of Congress balanced the 
need to preserve redress for investors in 
fraud cases, against the need for public com-
panies to be able to discuss future perform-
ance without the fear that unanticipated de-
velopments will invariably result in costly 
and protracted litigation. 

Growing public companies are primary en-
gines of job creation and economic growth in 
our state. Appropriately balanced legislation 
such as the securities litigation reform bill 
supported by Sen. Murray is a reasonable 
step that need not be feared by individual or 
public investors. 

[From Seattle Times, June 19, 1995] 
REFORM MEASURE DOESN’T LIMIT LIABILITY 

OF ACCOUNTING FIRMS 
(By John A. Moga) 

Your May 29 editorial and your May 31 
news report on congressional efforts to re-
pair a securities litigation system that is 
drowning investors and businesses in a sea of 
unmerited lawsuits included a number of dis-
turbing factual errors. 

Your report that legislation (S. 240) intro-
duced in the Senate by Republican Sen. Pete 
Domenici would relieve accounting firms of 
liability is simply not true. Rather, the bill 
establishes a system of proportionate liabil-
ity that would base liability on a defendant’s 
degree of responsibility for any plaintiff 
damages. In cases of ‘‘knowing fraud’’ where 
the defendant was guilty of deliberate mis-
conduct, the defendant would remain liable 
for the total amount of damages assessed by 
the court. By the way, this provision applies 
to all defendants—not just accounting firms 
as you suggest. 

The report also erroneously says that the 
bill eliminates the ‘‘fraud on the market’’ 
provision of current law. This, too, is untrue. 
S. 240 retains fraud on the market—which 
enables shareholders to recover even when 
they are unaware of the erroneous state-
ment—an important provision for investors. 

Finally, I was distressed by the flat asser-
tion in your editorial that the proposed re-
form measures strip investors and govern-
ment of their right to sue. Neither the Sen-
ate bill nor a measure passed by the House 
earlier this year does any such thing. I be-
lieve you should re-visit this issue and make 
sure you have all the facts right. Your read-
ers deserve it. 

LAWYERS THE ONLY ONES TO REAP BENEFITS 

(By Austin L. Wolff) 

Your editorial in defense of the current 
class-action securities law is very wrong. 
You have not looked at the real issue. Stock-
holder class-action suits enrich the lawyers 
at the expense of the stockholders and the 
consumer. 

Most suits against small public companies 
are never proved but instead settle out of 
court because, regardless of right or wrong, 
it is cheaper to pay than to defend. A word 
that would describe this type of settlement 
is ‘‘blackmail.’’ Carol Bartz, president of 
Autodesk, a CADD software company, ex-
plained it this way at President Clinton’s 
business conference. A lawyer, using the 
name of a couple of shareholders, instigated 
a class-action suit. Autodesk’s lawyers re-
viewed the claim and concluded that the 
company was not in the wrong but advised 
the company to pay $10 million because it 
would cost $100 million to defend. That is 
called a ‘‘negotiated’’ settlement. 

In a recent stockholder case against Egg-
head, the Issaquah-based software retailer, I 
personally heard the judge approve a simi-
larly arrived-at settlement that paid the 
suing lawyer about $700,000, which computes 
out at the rate of $700 per ‘‘billable’’ hour. 
That is almost 200 times minimum wage. 

The two stockholders in whose name the 
suit was brought had lost a total of less than 
$1,200. The managers who were running the 
company at that time paid nothing because 
they were covered by a company guaranty. 
The total cost to the company, and thus to 

the rest of the stockholders, was in the order 
of $3 million, plus the loss of much manage-
ment and employee time. Among those 
stockholders, and thus among those who in 
essence paid, was my nephew, a minor, whose 
savings account for college was invested in 
the company. . . . 

The judge implied that settlements like 
this would encourage more such suits. Woe 
to small businesses, woe to the investing 
public. 

There are adequate criminal laws regard-
ing fraud that are handled by state and fed-
eral agencies; let those agencies pros-
ecute. . . . 

[From Seattle Post-Intelligencer, June 16, 
1995] 

EDITORIAL FAILS TO ACKNOWLEDGE THE NEED 
TO REFORM EXISTING LAW 

(By Dan Grimm) 
As state treasurer and a member of the 

State Investment Board, I read with interest 
your June 2 editorial on securities litigation 
reform. The SIB has been involved in costly 
and protracted litigation involving allega-
tions of securities fraud. (Your editorial 
noted the SIB’s recent recovery of $1 million 
in the settlement of a securities fraud case. 
And like some corporations, the SIB has had 
to deal with hastily drafted lawsuits filed by 
attorneys who were out to make a quick 
buck. 

I was disappointed that you failed to ac-
knowledge the need to reform the securities 
litigation law. The fact is, many organiza-
tions representing investors and government 
entities support legislation designed to deter 
costly and frivolous litigation while pre-
serving vital investor rights and remedies. 

Your editorial correctly pointed our that 
legislation under consideration by Congress 
could unduly burden investors and limit 
their access to the courts. That’s why I sent 
a letter to our Senate delegation urging 
them to oppose legislation that does not 
strike an appropriate balance between the 
concerns of investors and corporations. 

I have been in contact with Sen. Patty 
Murray to share those concerns, and con-
trary to the assertions of your editorial, she 
shares the view that securities-reform legis-
lation must protect the rights of investors as 
well as address the problems of frivolous law-
suits. In fact, Murray was instrumental in 
making sure that legislation under consider-
ation by Congress will reasonably protect 
the rights of small and large investors. With 
her assistance, the draconian ‘‘loser pays’’ 
provision was tempered in the Banking Com-
mittee. I am optimistic that Murray will be 
successful in her efforts to see that other 
anti-investor language is moderated or even 
removed from the bill as it moves through 
the Senate. 

Mrs. MURRAY. Mr. President, this 
system needs reform. S. 240 will retain 
the rights of investors to bring suit if 
they have been the victims of securi-
ties fraud. 

At the same time, it will clamp down 
on the abusive suits that prey on inves-
tors and small business owners. 

It is an honest effort to reduce the 
excessive costs to investors and our 
economy. It enjoys bipartisan support. 

It is a good compromise. 
For those of us concerned about the 

rights of investors—let me be very 
clear. 

It is absolutely critical to me that 
businesses and entrepreneurs remain 
bound to their obligations to maximize 
the return-on-investment—to seniors 
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and average American families who in-
vest in stocks and bonds. 

I will not support a bill which goes 
further than this in changing the cur-
rent system. 

I will not support a loser pays provi-
sion. 

I will fight efforts to remove the pro-
tections for small investors in the bill. 

I will reject any legislation that 
takes away the SEC’s powers to fight 
fraud. 

These are lines I will not cross, and 
in fact, no Senator should cross. 

They set my standards publicly for 
Senators offering amendments today— 
and Senators who go into conference 
with the House. 

As it stands now, S. 240 brings ration-
ality and perspective and common 
sense to the system. 

And, I urge its swift adoption. 
Mr. LEAHY. Mr. President, I have 

many questions about S. 240, the so- 
called Private Securities Litigation 
Reform Act. This bill is intended to 
curb frivolous lawsuits by private in-
vestors claiming securities fraud. But I 
fear that this bill would also stifle hon-
est lawsuits. I cannot support a bill 
that will infringe on the rights of inno-
cent securities fraud victims. 

Our Federal securities laws provide 
enforceable legal rights to the Securi-
ties and Exchange Commission (SEC) 
and private investors. The ability of 
private investors to enforce their 
rights is indispensable to enforcing our 
Federal securities laws. As one former 
Commissioner of the SEC said: 

Because the Commission does not have 
adequate resources to detect and prosecute 
all violations of the federal securities laws, 
private actions preform a critical role in pre-
serving the integrity of our securities mar-
ket. 

A perfect example of this critical role 
is the securities fraud case involving 
Charles Keating, known for his role in 
the largest savings and loan debacle in 
U.S. history. After Keating, as presi-
dent of the Lincoln Savings & Loan of 
California, sold uninsured bonds in the 
lobbies of Lincoln branches by making 
misrepresentations, private investors 
sued under our Federal securities laws. 
A class of 23,000 investors recovered 
$240 million of their $288 million in 
losses through private securities fraud 
actions. 

I am sure that the vast majority of 
professionals working in the securities 
industry strive to provide accurate in-
formation and there are some abuses of 
the private securities litigation sys-
tem. This legislation would, undoubt-
edly, curb many of these abuses. For 
instance, I support the bill’s provisions 
to prohibit lawyers from paying boun-
ties to professional plaintiffs, those 
who buy a few shares of different 
stocks so they may bring shareholder 
suits for a living. 

But this bill also overreaches beyond 
these abuses and penalizes innocent in-
vestors. Under S. 240, for example, 
aiders and abettors cannot be sued in 
private securities actions, even if they 

knowingly assist securities fraud. The 
defendants in the Charles Keating case 
whose liability depending on aiding and 
abetting, which included Keating’s law-
yers, accountants and consultants, 
paid over $100 million to fraud victims. 

In addition, the nonpartisan Congres-
sional Budget Office estimated that en-
actment of S. 240 would increase costs 
to the SEC for enforcement actions by 
$125 million to $250 million over the 
next 5 years. In these tight budget 
times, I am very doubtful that Con-
gress will increase the SEC’s budget by 
such a large amount. As a result, en-
forcement of our securities laws will 
suffer. 

I have heard from many Vermonters, 
including the commissioner of the 
Vermont Department of Banking, In-
surance and Securities—the State’s 
chief securities regulator—who feel S. 
240, as reported by the Senate Banking 
Committee, would severely limit pri-
vate actions under securities laws. 
Vermont institutional investors, such 
as the Towns of Colchester, Brandon 
and Stowe, Teamster Union Local 597, 
the Vermont NEA, AFSCME Council 
93, the Vermont State Labor Council 
and others have also alerted me to 
their opposition to this bill. Vermont 
consumer and senior groups including 
Vermont Public Interest Research 
Group, Council of Vermont Elders, 
Older Women’s League, Southwestern 
Vermont Council on Aging and the 
Central Vermont Council on Aging op-
posed S. 240. Moreover, the Commis-
sioner of the SEC—the national’s chief 
securities regulator—also has signifi-
cant concerns about S. 240 as reported. 

I believe we are moving too fast on 
this bill, ignoring the SEC and others 
concerns. That is why I supported a 
motion on the Senate floor to refer this 
bill to the Senate Judiciary Com-
mittee, of which I am a member. This 
legislation would make significant 
changes to Federal litigation rules and 
should be carefully reviewed by the 
Senate Judiciary Committee before the 
full Senate votes on it. Unfortunately, 
that motion was defeated. 

Thousands of Vermonters and mil-
lions of Americans depend on our Fed-
eral securities laws to protect their in-
vestments, savings and retirements. 
These laws are just too important to 
add questionable curbs that may pro-
tect companies and individuals who 
commit fraud at the expense of inno-
cent investors. Unless this bill is sig-
nificantly amended, I will vote against 
it. 

UNANIMOUS-CONSENT AGREEMENTS 
Mr. D’AMATO. Mr. President, I 

would like to propound a number of 
unanimous consent agreements which 
we have worked out in order to accom-
modate Members and in order to move 
the legislative flow. 

I ask unanimous consent that Sen-
ator Bryan be recognized to offer an 
amendment relative to aiding and 
abetting on which there will be 1 hour 
for debate to be equally divided in the 
usual form, and any second-degree 

amendments may be limited to half 
that debate time, and must be relevant 
in the first degree they propose to 
amend. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I fur-
ther ask that following the debate on 
the Bryan amendment, the amendment 
be laid aside, and Senator Boxer be rec-
ognized to offer an amendment relative 
to lead plaintiffs, on which there will 
be 90 minutes for debate equally di-
vided in the usual form, and any sec-
ond-degree amendment be limited to 
half the debate time and must be rel-
evant to the first-degree amendment 
they propose to amend. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I fur-
ther ask that at 9:15 on Tuesday, the 
Senate resume consideration of S. 240, 
and that there be time for 30 minutes 
of debate on the Bryan amendment to 
be equally divided in the usual form, 
and following that debate there will be 
30 minutes for debate on the Boxer 
amendment, to be equally divided in 
the usual form. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that at the hour of 
10:15 on Tuesday, the Senate proceed to 
vote on or in relation to the Bryan 
amendment, to be followed imme-
diately by a vote on or in relation to 
the Boxer amendment, with 2 minutes 
prior to the second vote for Senator 
BOXER in the usual form, to set forth 
an explanation, 1 minute on each side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I fur-
ther ask, following the two stacked 
votes at 10:15, Senator SARBANES be 
recognized to offer an amendment rel-
ative to safe harbor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that Senator ABRA-
HAM be recognized, and that the time 
he utilizes be charged against the time 
that we would be allocated in consid-
ering the Bryan amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ABRAHAM. Mr. President, I rise 
today to express my support for S. 240. 
This legislation makes a number of im-
portant reforms that are designed to 
prevent abuse in litigation connected 
with the issuance of securities. 

This in turn will improve the invest-
ment climate in this country, which 
will make it easier to start businesses 
and create jobs. 

These changes will be made without, 
in my judgment, in any way under-
mining protection for investors against 
genuine fraud or other misconduct by 
issuers. 

There is one particular set of reforms 
the bill would make on which I would 
like to focus. The bill will require 
courts to sanction attorneys who file 
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frivolous pleadings. This reform will 
apply when the lawyers file frivolous 
proceedings on behalf of plaintiffs and 
on lawyers filing on behalf of defend-
ants. I think it is an extremely sound 
proposal which should command strong 
support from Members on both sides of 
the aisle. 

Indeed, as the Presiding Officer will 
recall, he himself offered a similar pro-
vision with regard to the product li-
ability issue some weeks ago, a provi-
sion which I supported and which a ma-
jority of Senators supported at that 
time. 

Mr. President, under present law, 
Federal Rules of Civil Procedure No. 11 
requires all attorneys to have some 
factual and legal basis for filing any 
claim or defense. If attorneys violate 
this requirement, courts may award 
sanctions against the violator. Right 
now, however, the courts are not re-
quired to take any action against the 
violator. 

The changes proposed by S. 240 would 
do three things. First, they would re-
quire courts to find, at the end of all 
securities cases, whether any attorney 
violated rule 11. Second, the court 
would then have to impose a sanction 
if they found a violation. Third, that 
sanction would presumptively require 
the attorney in violation to pay the 
other side’s attorney fees, although the 
court could select another sanction if 
the attorney shows that the presump-
tive sanction would impose an undue 
burden on the sanctioned party. 

Two important features of this re-
form should particularly be known. 
First, the court would only be obli-
gated to impose a sanction on an attor-
ney who filed a frivolous pleading; that 
is, a pleading wholly lacking in a legal 
or factual basis. This reform will in no 
way kill legitimate litigation. 

Second, the sanction is paid by the 
person signing the frivolous pleading; 
that is to say the attorney responsible, 
not by the party the attorney is rep-
resenting. 

The Supreme Court itself has noted 
the securities litigation has been espe-
cially prone to be misused as a tool to 
extort settlements. It is Congress’ re-
sponsibility to do something to put an 
end to this abuse. The rule 11 provi-
sions are one mechanism this legisla-
tion puts in place to do just that. 

This leaves me, however, with one 
problem about what we are doing here 
this week. It is certainly good we are 
taking serious steps to enact litigation 
reforms that will address abusive prac-
tices in the securities area. Similarly, 
it was good we took similar steps to 
enact reforms that address abusive 
practices in the field of product liabil-
ity, which we did just a few weeks ago. 

I ask, Mr. President, why are we 
stopping here? Brokerage firms, ac-
countants, and manufacturers, and the 
people who buy their products or use 
their services, are far from the only 
victims of our out-of-control civil jus-
tice system. 

Our homeowners, farmers, volunteer 
groups, charitable organizations, small 

businesses, State and local govern-
ments, architects, engineers, doctors 
and patients, employers and employ-
ees, are likewise injured by our civil 
justice system on a daily basis. 

Every day, lawsuits suffering from 
the same defects as those the sponsors 
of this litigation have brought up are 
filed against all of these people. 

Indeed, when their plight was 
brought to the attention of the Senate 
during the product liability debate, 
along with several other colleagues, I 
led an effort to broaden the reforms 
that bill would have made. 

We wanted reforms that would ben-
efit all Americans. A majority of Sen-
ators supported many of our broad-
ening proposals, yet the will of that 
majority was frustrated by opponents 
of broader reform, who made clear they 
would filibuster a bill that made civil 
justice reforms that would benefit all 
Americans. I considered mounting a 
similar effort in conjunction with this 
bill, but sponsors of this legislation 
were assured that it would suffer a 
similar fate. Therefore, and with some 
regret, I yielded to their request not to 
offer broadening amendments at this 
time. However, I do not believe the 
Senate can forever avoid confronting 
the fact that, while it is making impor-
tant reforms in specific areas of civil 
justice, it is refusing to make broad- 
based reforms that will help small busi-
nesses, charities, and other institu-
tions that form the backbone of this 
country. I, for one, will continue to 
bring these reforms up, again and 
again. I will not rest until broad-based 
reforms to our civil justice system are 
adopted. 

Mr. President, I think it is important 
that we take the actions we take today 
to protect the people in the securities 
industry and people who are share-
holders in corporations that are af-
fected by these frivolous lawsuits, just 
as I think it was appropriate that we 
take those actions in conjunction with 
product liability actions. But across 
America, every day the small business 
people, the farmers, and the charitable 
organizations in our communities suf-
fer from frivolous lawsuits brought 
against them. They suffer when the 
joint and several liability provisions 
cause deep pockets to end up paying for 
damages they had virtually no connec-
tion with creating. I think it is time 
for across-the-board reforms that pro-
tect, not just certain areas of civil jus-
tice, but all areas. 

For those reasons, I intend to come 
back to this Chamber at a future time 
to offer some of those types of reforms, 
and I look forward to working with 
other Members of the Senate who agree 
we need them and we need them soon. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from New York is recognized. 
Mr. D’AMATO. Mr. President, I com-

mend my colleague from Michigan be-
cause he does have, and has had, a 
number of proposals that I believe 
would have strengthened the bill. He 

has agreed, in order to get legislation 
that would pass and begin to address 
some of the shortcomings in the 
present system, to withhold them—I 
deeply appreciate that—so we can 
make some progress. I fully anticipate 
in the future he will go forward with 
those legislative initiatives. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Nevada is recognized. 
AMENDMENT NO. 1474 

(Purpose: To amend provisions relating to 
liability for aiding or abetting violations) 

Mr. BRYAN. Mr. President, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The bill clerk read as follows: 
The Senator from Nevada [Mr. BRYAN], 

proposes an amendment numbered 1474. 

Mr. BRYAN. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 127, strike line 20 and all that fol-

lows through page 128, line 15, and insert the 
following: 
SEC. 108. AUTHORITY OF COMMISSION TO PROS-

ECUTE AIDING AND ABETTING. 

(a) SECURITIES ACT OF 1933.—Section 20 of 
the Securities Act of 1933 (15 U.S.C. 77t) is 
amended by adding at the end the following 
new subsection: 

‘‘(n) PROSECUTION OF PERSONS WHO AID OR 
ABET VIOLATIONS.—For purposes of sub-
sections (b) and (d), any person who know-
ingly or recklessly provides substantial as-
sistance to another person in the violation of 
a provision of this title, or of any rule or reg-
ulation promulgated under this title, shall 
be deemed to violate such provision to the 
same extent as the person to whom such as-
sistance is provided. No person shall be liable 
under this subsection based on an omission 
or failure to act unless such omission or fail-
ure constituted a breach of a duty owed by 
such person.’’. 

(b) SECURITIES EXCHANGE ACT OF 1934.— 
Section 20 of the Securities Exchange Act of 
1934 (15 U.S.C. 78t) is amended— 

(1) by adding at the end the following new 
subsection: 

‘‘(e) PROSECUTION OF PERSONS WHO AID OR 
ABET VIOLATIONS.—For purposes of para-
graphs (1) and (3) of section 21(d), or an ac-
tion by a self-regulatory organization, or an 
express or implied private right of action 
arising under this title, any person who 
knowingly or recklessly provides substantial 
assistance to another person in the violation 
of a provision of this title, or of any rule or 
regulation promulgated under this title, 
shall be deemed to violate such provision and 
shall be liable to the same extent as the per-
son to whom such assistance is provided. No 
person shall be liable under this subsection 
based on an omission or failure to act unless 
such omission or failure constituted a breach 
of a duty owed by such person.’’; and 

(2) by striking the section heading and in-
serting the following: 
‘‘SEC. 20. LIABILITY OF CONTROLLING PERSONS 

AND PERSONS WHO AID OR ABET 
VIOLATIONS.’’. 

(c) INVESTMENT COMPANY ACT OF 1940.—Sec-
tion 42 of the Investment Company Act of 
1940 (15 U.S.C. 80a–41) is amended by adding 
at the end the following new subsection: 
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‘‘(f) PROSECUTION OF PERSONS WHO AID OR 

ABET VIOLATIONS.—For purposes of sub-
sections (d) and (e), any person who know-
ingly or recklessly provides substantial as-
sistance to another person in the violation of 
a provision of this title, or of any rule, regu-
lation, or order promulgated under this title, 
shall be deemed to violate such provision to 
the same extent as the person to whom such 
assistance is provided. No person shall be lia-
ble under this subsection based on an omis-
sion or failure to act unless such omission or 
failure constituted a breach of a duty owed 
by such person.’’. 

(d) INVESTMENT ADVISERS ACT OF 1940.— 
Section 209(d) of the Investment Advisers 
Act of 1940 (15 U.S.C. 80b–9) is amended— 

(1) in subsection (d)— 
(A) by striking ‘‘or that any person has 

aided, abetted, counseled, commanded, in-
duced, or procured, is aiding, abetting, coun-
seling, commanding, inducing, or procuring, 
or is about to aid, abet, counsel, command, 
induce, or procure such a violation,’’; and 

(B) by striking ‘‘or in aiding, abetting, 
counseling, commanding, inducing, or pro-
curing any such act or practice’’; and 

(2) by adding at the end the following new 
subsection: 

‘‘(f) PROSECUTION OF PERSONS WHO AID OR 
ABET VIOLATIONS.—For purposes of sub-
sections (d) and (e), any person who know-
ingly or recklessly provides substantial as-
sistance to another person in the violation of 
a provision of this title, or of any rule, regu-
lation, or order promulgated under this title, 
shall be deemed to violate such provision to 
the same extent as the pension to whom such 
assistance is provided. No person shall be lia-
ble under this subsection based on an omis-
sion or failure to act unless such omission or 
failure constituted a breach of duty owed by 
such person.’’. 

Mr. BRYAN. Mr. President, I yield 
myself such time as I may require. 

Mr. President, our colleagues will re-
call, under the unanimous consent 
agreement propounded by our distin-
guished chairman, that this is an 
amendment that deals with restoring 
aiding and abetting liability. The 
amendment which I offer is to restore 
the state of the law as everyone in 
America believed it to be prior to last 
year’s Supreme Court decision in a 
case involving Central Bank of Denver 
versus First Interstate Bank of Denver. 

With one stroke of the judicial pen, 
so to speak, this 5-to-4 decision wiped 
out private liability for crooked profes-
sionals who aid and abet, but who are 
not defined as primary participants in 
securities fraud under the provision of 
the law. What we are talking about are 
those people who counsel and assist in 
furtherance of the perpetration of 
fraud. Some of them are disreputable 
lawyers—who ought to be disbarred. 
Others are accountants. Others are pro-
fessionals who, by virtue of their own 
affirmative action, have aided and con-
tributed to the securities fraud in-
volved. 

Aiding and abetting liability was the 
primary method through which profes-
sional assistors of fraud—these law-
yers, accountants and investment 
banks—have historically been held lia-
ble to defrauded investors. In my view, 
if this decision is allowed to stand 
without action having been taken by 
the Congress, it will seriously weaken 
and erode the effectiveness of our Fed-

eral securities laws because it over-
turns three decades of established 
precedent in which Federal courts have 
permitted private investors to sue 
aiders and abettors of securities fraud. 

Every circuit court of appeals to ad-
dress the issue—11 circuits—has upheld 
aiding and abetting liability. Investors 
have long had the right to sue account-
ants, brokers, bankers and lawyers 
who, by their actions, have assisted the 
primary perpetrators of such securities 
schemes. This right of action has 
played a critical role in compensating 
those investors who have been swindled 
in major financial frauds of recent 
times. I will comment a bit more on 
that in just a moment. 

The damage caused by the Central 
Bank decision is immeasurable. Doz-
ens, if not hundreds, of participants in 
securities frauds have had cases 
against them dismissed on the basis of 
the Central Bank decision. An un-
known number of other cases against 
clear wrongdoers have been precluded, 
based on the Central Bank decision. 
And the deterrence of securities fraud, 
which ought to be one of the prime rea-
sons for the law in the first place, has 
suffered a major blow. The problem is 
that in immunizing wrongdoers who 
substantially assist fraud, we clearly 
give fraudulent behavior a green light. 

I cannot think of any argument that 
could be advanced, as a matter of so-
cial or economic justice, in which we 
ought to reward fraudulent behavior on 
the part of those who aid and abet a 
primary perpetrator in a securities 
fraud to the detriment and loss of lit-
erally tens of thousands of innocent in-
vestors. Under the Central Bank case, 
it is simply OK to help others commit 
securities fraud so long as you are 
careful not to make any direct state-
ments or direct the wrongdoing. 

I know a good bit of animosity is di-
rected to America’s lawyers, and I 
must say that I am not happier than 
anybody else who has seen in America, 
speaking generically, a proliferation of 
a lot of litigation that ought not to be 
filed. If I might cite an outrageous case 
in my own State that has nothing to do 
with the issue currently, but it is the 
kind of case that just engenders real 
hostility on the part of the public—and 
count me on the part of those being 
hostile. It is a person who, under the 
workers compensation law in our 
State, had been denied recovery. Subse-
quent to that, he drove his automobile 
into the worker compensation office in 
the Las Vegas area, nearly killed sev-
eral people who were working, and then 
a year or two later had the temerity to 
file a lawsuit against the SIS, which is 
the worker compensation system in 
Nevada, blaming the system for caus-
ing his action in doing extensive dam-
age to the building and literally terri-
fying those employees. 

So I am not unmindful of the hos-
tility that has been generated. But this 
is a case that rewards lawyers. If you 
are clever enough not to make a direct 
statement or participate directly in 

the wrongdoing, then you are home 
free. You do not go to jail, you go home 
free. I cannot imagine that is the sort 
of thing that we want to encourage. 

To put this into some historical con-
text, if this decision had been on the 
books earlier, the substantial recov-
eries by the victims in the Keating 
case—which is the Lincoln Savings and 
Loan case—would have been impos-
sible. As you will recall, in the Lincoln 
Savings and Loan case, the primary 
wrongdoer was the nefarious Charles 
Keating. By the time the class action 
is filed, Mr. Keating is bankrupt. 

There was a judgment entered of 
about $240 to $262 million in the class 
action. But about half, a little more 
than $100 million of recovery for the 
23,000 bondholders, would have been de-
nied to these 23,000 bondholders. These 
are people who are totally innocent, 
have no culpability at all other than 
the fact that they relied upon some 
representations made at the savings 
and loan which they kind of thought 
was a local, home-based outfit. Every-
body knew each other. Mr. and Mrs. 
Smith would be greeted every morning. 
‘‘Have you walked your dog? Your 
cat?’’ ‘‘How are the grandkids doing?’’ 
That sort of thing. But the aiders and 
abettors responded with more than $100 
million of recovery that otherwise 
would have been denied to these 23,000 
bondholders. Had this case, Central 
Bank, been the law, that $100 million 
recovery would not have been possible. 

These are aiders and abettors, people 
who have assisted in the fraud. Again, 
if the scales of justice mean anything, 
should those who have aided and abet-
ted, in terms of their own conduct, not 
be held responsible, to respond to dam-
ages incurred by their conduct to those 
who are totally innocent? 

That is what this whole issue is all 
about. Federal District Judge Stanley 
Sporkin, a former SEC enforcement 
chief, in his opinion in the Keating 
case asked critical questions that sum 
up the theory behind aiding and abet-
ting: 

Where were the professionals when these 
clearly improper transactions were being 
consummated? Why didn’t any of them speak 
up or disassociate themselves from the 
transactions? Where also were the outside 
accountants and attorneys when these trans-
actions were effectuated? 

In a subsequent speech, Judge 
Sporkin elaborated, 

For this kind of massive, very sophisti-
cated fraud to have occurred, it required the 
complicity of certain professionals that we 
all know of—CPAs, lawyers and appraisers. I 
am suggesting that perhaps these profes-
sionals did not discharge their responsibil-
ities to the broader public interest. 

The responsibility of corrupt ac-
countants and lawyers for the savings 
and loan debacle of the 1980’s can hard-
ly be overstated. On August 12, 1992, 
then SEC Chairman Richard Breeden 
wrote Senator DOMENICI: 

Securities fraud actions against account-
ing firms that participate in or assist in 
fraudulent activity by not properly 
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preforming their auditing functions are im-
portant to the maintenance of high stand-
ards of quality and integrity among public 
accounting firms. 

Parenthetically, I should say I think 
the public has a right to expect that 
level of integrity. 

Then Chairman Breeden went on to 
say: 

Investors rely heavily on the accuracy of 
all of audited financial statements of public 
companies as do creditors, investment ana-
lysts and others. When others fail to adhere 
to generally accepted accounting principles 
or generally accepted auditing standards, 
many innocent parties may suffer. Indeed, 
inaccuracies in audited financial statements 
of banks and savings and loans have contrib-
uted billions of dollars in investor losses dur-
ing the past 10 years. Public policy should 
seek to maintain high expectations of integ-
rity and accuracy in the performance by oth-
ers and accountants of their tasks. 

Mr. President, that is what the Re-
publican Chairman of the SEC had to 
say about the importance of holding 
aiders and abettors responsible for 
their actions. 

A number of notable statistics from 
cases brought by the Federal Govern-
ment highlight the importance of hold-
ing professional assistors liable: In 
1990, the RTC banned six of the largest 
accounting firms—Ernst & Young, 
Deloitte & Touche, Coopers & Lybrand, 
Peat Marwick, Arthur Andersen, and 
Grant Thornton—from receiving thrift 
reorganization work because they were 
being sued by the Government for fail-
ure to perform their audits of S&L’s in 
a professional manner. 

According to the General Accounting 
Office, when all categories of profes-
sionals are considered, Resolution 
Trust Corp. attorneys suspected wrong-
doing on the part of one or more pro-
fessionals affiliated with over 80 per-
cent of failed thrift institutions. More 
than 80 percent. There is some indica-
tion that professionals were respon-
sible, and attorneys in particular were 
suspected of wrongdoing. 

In one astounding example of the per-
vasive role of accountants in S&L 
wrongdoing, a Federal judge stated in 
1992 that: 

[The Office of Thrift Supervision] advised 
the court that approximately one-third of 
the 690 financial institutions that have failed 
were audited by Ernst & Young or its prede-
cessor.—Director of the Office of Thrift Super-
vision v. Ernst & Young, 786 F. Supp. 46, 52 
(D.D.C. 1992). 

In a speech before the American Bar 
Association, Timothy Ryan, former Di-
rector of the Office Thrift Supervision, 
stated: 

The federal agencies have uncovered ac-
tionable abuse in a third of the failed thrifts 
investigated to date. It is clear that many of 
the unlawful scheme hatched at those failed 
institutions could not have proceeded with-
out the active assistance of professional 
service providers, especially lawyers. They 
have abandoned their ethics for expediency, 
and sold their good name to satisfy their 
greed. 

Mr. President, the point I seek to 
make is that unless the law is changed, 
that kind of conduct, so articulately 

denounced, will remain unpunished and 
innocent investors will be unable to re-
cover from lawyers, accountants, and 
other professionals. 

So, Mr. President, the loss of aiding 
and abetting liability undermines fun-
damental protections for investors and 
the securities markets. Many de-
frauded investors will not recover their 
losses because, typically, the perpe-
trator of the fraud is insolvent, in jail, 
or has fled by the time the case is com-
pleted. In addition to wiping out pri-
vate actions against aiders and abet-
tors, the Central Bank case calls into 
question the SEC’s own enforcement 
actions against aiders and abettors. 

S. 240 fails to restore aiding and abet-
ting liability for private actions. Al-
though it authorizes the SEC to take 
action against aiders and abettors who 
knowingly violate the securities laws, 
it effectively eliminates the ability of 
the Commission to proceed against 
reckless professional assistors, which is 
now permitted by most courts. 

This amendment, which was drafted 
with the technical assistance of the 
SEC, reverses the Central Bank deci-
sion, and restores the status quo ante. 
It restores the law to the way it was 
prior to the Central Bank case last 
year by restoring aiding and abetting 
authority in individual securities fraud 
actions and clarifying the SEC’s au-
thority to pursue aiders and abettors 
for reckless and knowing fraud. 

The original sponsor of securities 
litigation reform, Senator DODD, has 
recognized the importance of aiding 
and abetting liability and has urged a 
response to Central Bank. At a May 12, 
1994, hearing before this committee, he 
said: 

In my view, aiding and abetting liability 
has been critically important in deterring 
individuals from assisting possible fraudu-
lent acts by others. Until the Supreme Court 
changed the landscape a few weeks ago, aid-
ing and abetting liability was an important 
tool in ensuring honesty and high profes-
sional standards by individual professionals 
who facilitate access to the securities mar-
kets. In my view, we need to respond to the 
Supreme Court’s decision promptly and I em-
phasize promptly. 

In a February 27, 1995, ‘‘Dear Col-
league,’’ Senator DODD and Senator 
DOMENICI reiterated that a reversal of 
Central Bank should occur ‘‘as a part 
of a comprehensive package to fix our 
broken securities class action system.’’ 
In his additional views to the com-
mittee report on S. 240, Senator DODD 
again expressed his concern about the 
restoration of aiding and abetting li-
ability for private actions. 

Even the Supreme Court majority 
opinion in Central Bank which was 
based solely on the lack of the actual 
words ‘‘aiding and abetting’’ in the 
statute, recognized the need for restor-
ing aiding and abetting liability. In the 
words of Justice Kennedy: 

To be sure, aiding and abetting a wrong-
doer ought to be actionable in certain in-
stances. The issue, however, is not whether 
imposing private liability on aiders and 
abettors is good policy, but whether aiding 

and abetting liability is covered by the stat-
ute. 

The SEC argued strongly in the Su-
preme Court that ‘‘aiding and abet-
ting’’ liability was critical to enforce-
ment of the Federal securities laws. 
Since the Court decision, the SEC has 
repeatedly urged Congress to restore 
aiding and abetting liability. Most re-
cently, on April 6, 1995, SEC Chairman 
Arthur Levitt testified before the Sub-
committee on Securities that: 

Unless another theory of liability can be 
applied in a particular case, persons who 
knowingly or recklessly assist the perpetra-
tion of a fraud may be insulated from liabil-
ity to private parties if they act behind the 
scenes and do not themselves make state-
ments, directly or indirectly, that are relied 
upon by investors. Because this is conduct 
that should be deterred, Congress should 
enact legislation to restore aiding and abet-
ting liability in private actions. Such legis-
lation should also clarify the Commission’s 
ability to use the aiding and abetting theory 
of liability where it is not expressly provided 
by statute. 

Levitt previously testified that, of 
400 pending SEC cases, 80 to 85 rely on 
aiding and abetting theories of liabil-
ity. 

I must say, Mr. President, as I read 
the current version of S. 240, even the 
ability of the SEC to recover for aid-
ing-and-abetting liability seems to be 
more narrowly confined than those cir-
cumstances where there is knowledge 
or scienter involved. 

On May 25, 1995, the day S. 240 was 
voted out of the Banking Committee, 
Chairman Levitt again raised the aid-
ing-and-abetting issue, noting that, 
while some of the SEC’s authority had 
been restored, ‘‘a more complete solu-
tion is preferable.’’ 

The bar association of the city of 
New York—undoubtedly the leading or-
ganization of plaintiff and defense at-
torney’s in the securities field—has 
taken an extremely strong position on 
this issue. As Mr. Sheldon Elsen testi-
fied in the House, 

Let me turn, finally, to lawsuits against 
lawyers, accountants, underwriters and 
other professionals. Experience in these 
cases has shown that securities frauds do not 
succeed very often without the aid of such 
professionals, but that it is almost impos-
sible to prove the professionals’ involvement 
. . . The Association feels particularly 
strongly about this matter, which involves 
lawyer misconduct. In our view, the primary 
problem of abuse by lawyers lies in the con-
duct of securities lawyers involved in fraudu-
lent transactions. 

That is a scorching indictment by 
the most distinguished and knowledge-
able and the most sophisticated bar in 
America dealing with this subject. And 
it deals with lawyer misconduct. Thus 
our purpose here simply is to deter 
lawyer misconduct on the part of the 
plaintiffs bar, and that we certainly 
ought to do. If the changes which our 
able chairman has crafted to rule 11 do, 
indeed, deal with misconduct in the 
form of frivolous actions by the plain-
tiffs bar, why would we not also want 
to impose liability on lawyers, ac-
countants and others who are helping 
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to assist in the perpetration of this 
fraud? The policy disconnect, Mr. 
President, I find difficult to com-
prehend. 

Mr. President, as I have indicated 
previously, the securities regulators in 
their respective States also support 
this proposition. And it seems to me 
that in light of the indications that we 
have seen that the amount of securities 
fraud is estimated to be about $40 bil-
lion annually—the SEC has commented 
recently in an article which I shared 
with our colleagues on Friday that se-
curities fraud is not something out of 
the 19th century; it is very much alive, 
very sophisticated—the sophisticated 
aiders and abettors, the clever lawyers, 
the smooth accountants who assist in 
this fraud behind the scenes, they 
ought to be brought to the bar of jus-
tice, and economic recovery for inno-
cent victims is the way of achieving 
that economic justice. 

I yield the floor and reserve the re-
mainder of my time. 

The PRESIDING OFFICER. Who 
seeks recognition? The Senator from 
Connecticut is recognized. 

Mr. DODD. Mr. President, I thank 
the Chair. I will try not to take a great 
deal of time on this. I have said pri-
vately, Mr. President, I am going to 
hire the Senator from Nevada as my 
lawyer if I am ever in need of a lawyer, 
after the Senator from New York ap-
parently. 

I have known the Senator from Ne-
vada for a long time. No one is better 
in crystallizing an argument and mak-
ing a thoughtful presentation on a 
point. Certainly we have seen his in-
credible ability here over the last sev-
eral days on a number of amendments 
that he has offered to this bill. 

On this particular issue of aiding and 
abetting, he has once again displayed 
those skills which should probably earn 
him a distinguished reputation as great 
debater of causes. But we disagree on 
this amendment. I say that because we 
agree on aspects of this. The tendency 
of these debates on amendments is to 
lose sight of where you agree. 

One of the things this bill does do is, 
of course, extend to the SEC the au-
thority to bring aiding and abetting 
cases, which was not the case prior to 
this legislation as a result of Supreme 
Court decisions so we have strength-
ened it. 

Second, when it comes to the issue of 
fraud, knowing intentional fraud, we 
do not change anything in effect. The 
joint and several provisions apply. Peo-
ple who are knowingly involved in 
those activities, all can be subject to 
the maximum financial penalties. 

What we are talking about here is a 
much lower standard and one that 
would apply, as the amendment indi-
cates, to knowing or reckless behavior. 
It is a result of that standard and the 
amendment of the Senator from Ne-
vada that I would take exception, par-
ticularly the recklessness standard. 
The knowing standard, if you could 
really tighten that up to some degree 

and actual knowledge, and so forth, I 
think you might have something that 
we would like to talk about. But the 
recklessness standard here is a stand-
ard that is so difficult to apply that it 
in effect would destroy the attempts of 
this legislation to mitigate against 
this explosion of unwarranted litiga-
tion in the area of securities. 

Let me just, if I can, Mr. President, 
as a matter of background point out 
that until the Central Bank of Denver 
case was decided last year, many cir-
cuit courts recognized aiding-and-abet-
ting liability. 

I want to come back to that point in 
a minute because one of the points I 
wish to make here is that it is being 
implied or suggested if we adopt this 
amendment, all we are doing is going 
back and just applying the law as it 
was prior to the Central Bank of Den-
ver case. I would argue very strenu-
ously here in a moment that, in fact, 
we are going by and applying a dif-
ferent standard than existed prior to 
the decision on Central Bank of Denver 
and, in fact, going further back than I 
think the courts at least in many cases 
would like to see us go. 

At any rate, that was the situation. 
Prior to Central Bank of Denver there 
was a controversy about aiding-and- 
abetting. In that case, the Supreme 
Court decided that there was no aiding 
and abetting liability for private law-
suits involving fraud and that in fact 
that idea evolved as a result of section 
10(b), rule 10b-5. And many can argue, 
in fact, that probably was the case; 
that we had not legislatively deter-
mined that, this has been more of an 
evolution of an idea over the years, and 
so the issue comes back to us if we 
want to expand it. 

The Supreme Court did not believe 
that section 10(b) intended to cover 
aiding-and-abetting liability. You can 
argue about that, but that is how the 
Court ruled. Providing for aiding and 
abetting liability under section 10(b) 
would be contrary to the goal of this 
legislation. 

I remind my colleagues to come back 
to the central goal of this legislation, 
and that is to reduce the number of 
frivolous lawsuits that are being 
brought under 10(b) and to try and 
avoid what my colleague from New 
York, I think, has appropriately de-
scribed as sort of a hijacking scheme 
that goes on where you end up with 
these settlements because if you do not 
settle, the small percentage of risk 
that you may end being held account-
able causes people to settle for 
amounts vastly in excess of their in-
volvement. 

The case we talked about earlier 
today where Peat Marwick in a $15,000 
contract to go in and do an audit of 
some banks books were brought to 
trial, and it went on for some time. 
The courts ultimately decided that in 
that case Peat Marwick was not re-
sponsible, did not meet the aiding-and- 
abetting standard, but the legal fees 
for Peat Marwick for a $15,000 contract, 

which is a nothing contract, were in 
excess of $7 million. That is what it 
cost that company over a $15,000 con-
tract. 

We want to stop that kind of stuff. 
That should not have to go on, frankly. 
And that is where the crux of this 
whole legislation is designed to try and 
minimize those sorts of problems. 

At any rate, the Supreme Court said 
in the Central Bank of Denver case— 
and it is highly appropriate that we 
have as the Presiding Officer this 
evening the distinguished Senator from 
Denver—from Colorado. I apologize—in 
that case litigation under rule 10b-5 
presents a danger of vexatiousness—it 
is a mouthful, that word, ‘‘vexatious-
ness’’—different in degree and kind and 
would require secondary actors to ex-
pend large sums even for pretrial de-
fense and the negotiation of settle-
ment. 

That is exactly what happened to 
Peat Marwick—a $15,000 contract, a $7 
million legal fee. Peat Marwick, it was 
painful to them. They probably passed 
that cost on to a lot of other clients 
out there, so it is not as if somehow the 
company just absorbed it, as bad it was 
for them, but there is where you get 
the economic ripple effect as a result of 
a lawsuit where again the allegation is 
that they were marginally involved, 
aiding and abetting on a $15,000 con-
tract. The Court said no, they were not 
ultimately but not before that com-
pany spent $7 million to defend against 
a $15,000 contract. 

The Supreme Court did not consider 
whether the SEC was able to bring 
cases for aiding and abetting, and the 
committee print, as I mentioned a mo-
ment ago, restores aiding and abetting 
liability for the Securities and Ex-
change Commission. Allowing the SEC 
to bring cases against aiders and abet-
ters strikes, we think, a balance. It al-
lows the SEC to punish bad actors 
without opening the door to a flood of 
unnecessary litigation. 

So, Mr. President, that is the reason 
that we reluctantly oppose the amend-
ment of our colleague, because it does 
change the standard. 

Now, let me come back to the point 
I made earlier, because the suggestion 
that all we are doing is making whole 
the situation prior to the Supreme 
Court’s decision on the Central Bank of 
Denver case is just not borne out. 

Let me point out that prior to the 
Central Bank of Denver the courts 
across the country adopted different 
types of scienter, standards, for the 
aiding-and-abetting context. Some 
courts concluded that, as with the pri-
mary violators, recklessness was suffi-
cient. 

I would say to my colleague from Ne-
vada he is correct in that. There were 
courts that did hold the recklessness 
standard adds enough to net someone 
under the aiding-and-abetting provi-
sions. Other courts, I would point out 
just as quickly, Mr. President, held 
that where the alleged primary viola-
tors did not have an independent duty 
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to disclose information to the plaintiff, 
proof of actual knowledge of the fraud 
was required. Still other courts adopt-
ed what the SEC described to the Su-
preme Court as the sliding scale ap-
proach to aiding and abetting under 
which the degree of scienter required 
for aiding-and-abetting liability varied 
depending upon the nature of the de-
fendant’s conduct and the presence or 
absence of a duty to disclose. 

So here we had a lot of different 
standards being used. Recklessness was 
one, in some courts. But in many oth-
ers, it was actual knowledge or sliding 
scales. 

The Seventh Circuit had essentially 
eliminated aiding-and-abetting claims 
by requiring proof of all elements of a 
primary violation of 10b–5 in order to 
impose liability. 

Accordingly, expanding to private 
suits the provision included in the 
committee print would not provide any 
real protection against abusive claims. 
And that approach, if we adopted this 
amendment, would actually represent, 
as I said a moment ago, an expansion 
of liability, not a return to pre-Central 
Bank of Denver status quo, because it 
would overrule those decisions that 
had set the higher standard. That is, 
actual knowledge before you can get a 
minor player in terms of the aiding- 
and-abetting clause. 

Again, my point is—and again I say 
this with all due respect to the author 
of the amendment—throughout the 
amendment it is knowing or reckless, 
and on the reckless standard, let me, 
just for the purpose of my colleagues, 
point out how difficult that standard is 
to apply. Again, this is citing some 
work that has been done on the issue. 
I will footnote them accordingly. 

Let me begin with this. The pre-
vailing reckless standard does not 
limit, as I am sure the case can be 
made, liability to highly culpable 
wrongdoers, and that is the suggestion 
here. Again, the highly culpable wrong-
doers are not covered. We get them 
under this bill, in fact. And this is 
where the problem comes with reck-
lessness. The vagueness of the reckless-
ness standard is one of the principal 
reasons that joint and several liability 
should be modified, and that is what we 
do in this bill. 

In practice, the legal standard does 
not provide protection against unjusti-
fied or abusive claims because juries 
can and do misapply the standard. Ju-
ries today have considerable difficulty 
in distinguishing innocent mistakes, 
negligence, and even gross negligence— 
none of which, by the way, Mr. Presi-
dent, is actionable under rule 10b–5— 
from recklessness. 

So, while to the layman recklessness 
sounds like something else, reckless-
ness can actually be a minor mistake, 
a mathematical mistake. In effect, you 
could get netted under the recklessness 
standard. 

One commentator observed: 
The courts have been less than precise in 

defining what exactly constitutes a reckless 

misrepresentation. This imprecision has re-
sulted in ad hoc, if not arbitrary, reckless-
ness, if I may use the word, determinations. 
The result is that the actual and potential 
parties to section 10(b) and rule 10b-5 actions 
cannot predict with any degree of certainty 
how a trier of fact will characterize alleged 
conduct and, thus, whether it may serve as 
the basis of liability. 

I am quoting from Johnson, ‘‘Liabil-
ity for Recklessness Representations 
and Omissions’’ under section 10(b) of 
the Securities and Exchange Act of 1934 
in the Cincinnati Law Review, 1991. 

Let me quote further from Commis-
sioners of the SEC. Commissioner 
Beese argues: 

Because the standard of recklessness is a 
vague one and its interpretation by both the 
court and the jury is difficult to predict ac-
curately, defendants that may not have 
acted in a reckless fashion cannot be assured 
of being vindicated at trial. 

Former SEC Chairman Breeden ob-
served: 

The problem is that almost anything can 
be said to be reckless. 

He goes on to say: 
It is all too easy to apply 20/20 hindsight to 

a complex problem and conclude that some-
one behaved less than perfectly. 

The standard of reckless behavior has 
tended to expand in recent years as 
courts and even at times the SEC tried 
to reach out to compensate investor 
losses. Even the SEC, with all its ex-
pertise, has misjudged the standard. In 
a case arising out of a 1982 bankruptcy 
of one of an accounting firm’s clients, 
the SEC alleged a violation of rule 10b– 
5 asserting that the firm had acted 
recklessly in failing to comply with 
the professional standards in an audit. 
A Federal court rejected every claim, 
including the claim that the firm had 
acted recklessly. The court found that 
the SEC’s claim ‘‘involved complex 
issues of accounting as to which rea-
sonable accountants could reach dif-
ferent conclusions. It follows that no 
finding of fraud or recklessness can ra-
tionally be made in that case.’’ 

That was SEC versus Price 
Waterhouse, decided in 1992. 

Mr. SARBANES. Will the Senator 
yield for a question? 

Mr. DODD. I will be glad to yield. 
Mr. SARBANES. Does your bill allow 

for any private right of action against 
an aider and abettor? 

Mr. DODD. No, it does not. 
Mr. SARBANES. Not even know-

ingly. I have been listening to the Sen-
ator very carefully, and he is talking 
about recklessness. 

Mr. DODD. Right. 
Mr. SARBANES. My own view is, if 

you are reckless, you ought to be able 
to be reached as an aider or abettor. I 
understand the Senator is opposed to 
that. The Senator’s bill, as I under-
stand it, would not allow a knowing 
aider and abettor to be reached by a 
private securities suit; is that correct? 

Mr. DODD. Let me say to my col-
league, the problem with just the word 
‘‘knowing’’ is that it is far too vague a 
word. I said at the outset of my re-
marks that if you could apply where 

you had actual knowing, knowledge of 
the fraud itself, then you might raise a 
different standard. I said that at the 
outset of my remarks. 

My problem is your amendment says 
‘‘knowing or recklessness.’’ I focused 
my remarks on the recklessness side of 
this because under the amendment, 
you could be nabbed under the reck-
lessness standard. Again, as I pointed 
out, with a series of court decisions—— 

Mr. SARBANES. The bill does not 
have a knowing standard in it; is that 
correct? The bill leaves out aider and 
abettor altogether in a private action. 

Mr. DODD. No. What we have said 
here is where you have the knowledge, 
knowing fraud involved here, then ob-
viously the whole question of joint- 
and-several liability applies. In almost 
every case an aider and abettor, where 
you have that kind of knowledge situa-
tion, would be snagged. Yes, we do 
cover that in that situation. 

What they are attempting to do with 
this amendment is to reach a different 
level. So when you have that fact situ-
ation, clearly as we made that case all 
the way through this debate dealing 
with proportionate liability, we do not 
allow proportionate liability to apply. 
Where you meet that standard of the 
actual knowledge and intent to de-
fraud, then you get everybody in-
volved. 

Mr. SARBANES. The aiding-and- 
abetting issue is separate from the 
joint-and-several issue, is it not? 

Mr. DODD. De facto they end up not 
being separate. If this amendment were 
adopted, that is not the case, because 
you have a reckless standard here 
which is a much, much lower threshold 
than the other ones we require you to 
meet. 

Mr. D’AMATO. Will the Senator yield 
for a question? 

Mr. DODD. I will be glad to yield. 
Mr. D’AMATO. If one is tangentially 

involved, let us say an accountant, and 
knowingly and intentionally partici-
pates in a fraud, is that person, regard-
less of their portion of liability, held 
jointly-and-severally liable? 

Mr. DODD. Absolutely. Absolutely. 
Mr. D’AMATO. So that a person, 

would be considered as a minor partici-
pant, an aider and abettor, as a result 
of this amendment. We have made very 
clear, that if they knowingly and in-
tentionally participate in fraud, that 
defendant can really be held as a pri-
mary culprit, so to speak; he or she 
would be libel for all the damages 
under the present situation; is that not 
true? 

Mr. DODD. My understanding is that 
is correct. 

Mr. D’AMATO. Of course, as it is 
clearly stated in the S. 240 the Securi-
ties and Exchange Commission, still 
has the ability to go after those for 
their intentional wrongdoing. 

Mr. DODD. That is there, also. We in-
clude that in the bill specifically. As I 
pointed out a minute ago, everybody 
said let us go back to Central Bank of 
Denver. Prior to that case, different 
standards were being used on the aid-
ing and abetting provisions. Some 
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courts did recklessness. Obviously, if 
you are an attorney for the plaintiff in 
that case, of course you are going to al-
lege that. In effect, you have wiped out 
our efforts in the bill to try and mini-
mize that. So you are back in the nego-
tiation phase again. But up to the 93 or 
98 percent of these cases people are set-
tling out of court. That is what every 
good attorney would advise his clients. 
They would say, ‘‘You are exposed to 
the whole cost on this. With the reck-
less standards being so low, my advice 
is you better settle, because if do you 
not, that is a pretty low standard.’’ In 
a sense, you get snagged for the whole 
amount. We are trying to avoid that. 

Mr. SARBANES. You let the knowing 
aider and abettor go free. How can you 
justify that? I will argue the reckless-
ness with you, and I understand that is 
a more complicated issue. But how can 
you let the knowing aider and abettor 
go free? 

Mr. DODD. It is not a question of let-
ting him go free. I think in the most 
recent colloquy the Senator from New 
York and I had, we made it clear that 
where you have that standard, I think 
we establish very clearly what the in-
tent of the legislation is. 

I say to my colleague, having to face 
the law firm of Sarbanes and Bryan or 
Bryan and Sarbanes is difficult under 
any set of circumstances. But the word 
‘‘knowing’’ alone is a rather loose term 
in terms of what constitutes knowl-
edge. So I say to my colleague from 
Maryland that if, in fact, it is the de-
sire of the Senator from Nevada and 
the Senator from Maryland to offer an 
amendment that truly raises the level 
of knowledge to a point where legal 
definitions would apply, I, for one—not 
speaking for my colleague from New 
York or others—would entertain such 
an amendment. That is what you have 
done. The word ‘‘knowing’’—you have 
to be much more definitive. 

Mr. SARBANES. If the Senator will 
yield further, I am trying to point out 
what you have done with the bill. In 
other words, what you have done with 
the bill is let a knowing aider and abet-
tor go free. Now, I cannot, for the life 
of me, understand how you can pos-
sibly justify that. A knowing aider and 
abettor cannot be reached and held lia-
ble when a securities fraud is per-
petrated. How can you justify that? 

Mr. DODD. That is not what the case 
is here. You are applying two different 
standards here. When you have actual 
knowledge and intent to defraud, 
again, we do not allow an aider and 
abettor, in that case, to get off the 
hook at all. It is a different standard 
you are applying here. 

Mr. SARBANES. I would refer the 
Senator to pages 131 and 132 of his bill, 
where they define a knowing securities 
fraud. ‘‘Defendant engages in knowing 
securities fraud if that defendant, (1), 
makes a material misrepresentation 
with actual knowledge that the rep-
resentation is false * * *. And it also 
requires other things. 

The central— 

Mr. DODD. To reclaim my time, that 
is under the section dealing with pro-
portionate liability. Again, my col-
league is fully aware that, obviously, it 
would only apply it to proportionate li-
ability. When you have the knowledge 
and intent to defraud, then the joint 
and several applies. 

Mr. SARBANES. Will the Senator re-
peat that again? 

Mr. DODD. We do not apply propor-
tionate liability when you have the 
knowledge and intent to defraud. You 
cannot escape and get proportionate li-
ability. Joint and several applies. 

Mr. SARBANES. By your own admis-
sion, under this bill, an aider and abet-
tor cannot be reached in a private ac-
tion suit, is that correct? 

Mr. DODD. An aider and abettor can 
be reached through Government ac-
tion, but not private action, correct. 
Under the standards you have set 
here— 

Mr. SARBANES. How can you justify 
that? 

Mr. DODD. To go back to the point I 
am trying to make to my colleague 
over and over again, under the propor-
tionate liability standard—which is the 
section we are talking about here— 
recklessness is such a low standard. 

Mr. SARBANES. You are not even 
reaching the aider and abettor; you 
only go to recklessness. 

Mr. DODD. My colleague from Mary-
land has a fundamental and inherent 
objection to proportionate liability. 

Mr. SARBANES. I am trying to get 
over that. I am trying to point out that 
there are a lot of other problems with 
this bill. 

The PRESIDING OFFICER. The time 
the Senator has been allocated has ex-
pired. 

Mr. BRYAN. Mr. President, I would 
be happy to yield more time. How 
much time remains? 

The PRESIDING OFFICER. There 
are 11 minutes 27 seconds remaining. 

Mr. BRYAN. I yield five more min-
utes to the Senator. 

Mr. SARBANES. What I am trying to 
point out to my colleague is that there 
is a joint and several liability problem 
in this bill. We have tried to deal with 
that—unsuccessfully. There was a stat-
ute of limitations problem in this bill. 
I think these are large problems. These 
are what the independent objective 
groups have been writing to us about. 

Now we are addressing the aider and 
abettor problem. The way you have 
written the bill, aiders and abettors in 
a private action go scot-free—whatever 
the test is. They go scot-free on reck-
lessness and on knowingly. The way 
you have written the bill — 

Mr. DODD. I say to my colleague, if 
he will yield, the way you have written 
your amendment, what you are asking 
us to support is that you would apply 
that standard of reckless behavior, 
which is an unfair standard to apply. 

Mr. SARBANES. I do not think it is 
unfair. But I do want to make this 
point. The question is, who is going to 
go scot-free? For years, we caught 

aiders and abettors on recklessness and 
knowingly, on both of those standards. 
That was the law. 

Mr. DODD. Not in every court, no, 
no. There were courts that set a much 
higher standard in this country than 
that. Actual knowledge was required 
by many courts in the country prior to 
the decision by Central Bank of Den-
ver. You are going back and weakening 
a standard applied in many courts. 

Mr. SARBANES. If the Senator will 
yield, the general prevailing standard 
on reaching aiders and abettors was, in 
effect, thrown out in the Denver case. 

Mr. DODD. I point out to my col-
league—and you may not have been 
here when I pointed out the cases 
where the SEC used sliding scales in 
cases. Other courts used actual dam-
ages. 

Mr. SARBANES. Fine. I am prepared 
to concede to the Senator that, in cer-
tain jurisdictions, there were sliding 
scales and all the rest. But you have 
eliminated all of that. 

Mr. DODD. I did not, the Supreme 
Court eliminated that. 

Mr. SARBANES. You do not have a 
sliding scale encompassing knowing 
standard. You have knocked it out, and 
all the aiders and abettors are dancing 
their way down the street. 

Mr. DODD. I did not do it, the Su-
preme Court did it. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. BRYAN. I am enjoying this col-
loquy. If the Senator requires more 
time, I yield three more minutes. 

Mr. SARBANES. The final point is 
that, obviously, tomorrow we are going 
to do the so-called safe harbor. I call it 
pirate’s cove because it is being carved 
out here for all the sharks and barra-
cudas to find sort of a comfort and sol-
ace—— 

Mr. DODD. Including the buccaneer 
barristers. 

Mr. SARBANES. The Senator from 
Nevada and I have conceded that we 
want to do some things about frivolous 
suits. We are trying to get at the ex-
traordinary lengths to which you have 
gone to immunize from liability and, 
therefore, throw the burden upon inno-
cent investors. I think the Senator 
from Nevada put it very well the other 
day. He said this is a ‘‘Trojan horse.’’ It 
is waving the pennant of frivolous 
suits, but hidden within the Trojan 
horse are lots of other things as well. 
That is exactly the case. That is what 
we have been trying to, in effect, lay 
out in the course of this debate. 

Mr. DODD. If my colleague will yield 
on that point, would you not admit 
that the present situation, in the ab-
sence of passing this legislation, is cer-
tainly as big a Trojan horse as any-
thing he might describe with this legis-
lation being adopted? 

Mr. SARBANES. What I want to do is 
pass a good piece of legislation. I want 
to avoid the comment that was at the 
end of the article that I put in the 
RECORD the other day about the pen-
dulum swing. And that in the course of 

VerDate Aug 31 2005 05:42 May 28, 2008 Jkt 041999 PO 00000 Frm 00074 Fmt 0624 Sfmt 0634 J:\ODA15\1995_F~1\S26JN5.REC S26JN5m
m

ah
er

 o
n 

M
IK

E
T

E
M

P
 w

ith
 S

O
C

IA
L 

S
E

C
U

R
IT

Y
 N

U
M

B
E

R
S



CONGRESSIONAL RECORD — SENATE S9087 June 26, 1995 
swinging the pendulum too far, what 
you are going to require are some in-
vestors to actually be defrauded and 
not gain any recovery before you will 
straighten out the law. We ought to 
straighten it out now and not allow 
that situation to happen. We tried to 
address the issue of joint and several li-
ability versus proportionate liability. 
We had this extension of the statute of 
limitations, and we are doing aiders an 
abettors today, and tomorrow we are 
going to do the ‘‘pirate’s cove.’’ 

The Senator from California has, I 
think, some very worthwhile amend-
ments to offer as well. This is not a 
balanced bill. That point needs to be 
made and needs to be made very clear. 
This is not a balanced bill. There are 
certain problems we want to get at, 
and we ought to do that. This bill over-
reaches. It is unbalanced. I think we 
will pay a high price for it. 

The PRESIDING OFFICER. The Sen-
ator from New York has used all of his 
time. 

Mr. BRYAN. Mr. President, I will 
yield back the remainder of my time. I 
want to thank my colleague, Senator 
SARBANES, for making the point that I 
think needs to be made here, that if 
the recovery is premised and predi-
cated upon aider and abettor recovery; 
whether the conduct is intentional, 
whether it is knowing, or reckless, no 
recovery. The only way in which you 
can attach liability is under an aiding 
and abetting theory. That is the point 
he has made. 

The Senator from Connecticut quite 
correctly points out that with respect 
to others that are primary, then the 
level of misconduct, whether inten-
tional or knowing, creates the joint 
and several liability situation, and the 
reckless conduct which the Senator 
from Maryland and I agree ought to be 
included as well. 

That is when you get the propor-
tionate liability. There is no question 
about proportion or joint and several. 
There is no recovery if the cause of ac-
tion is based upon aiding and abetting. 
That is the point he has made so clear. 

Mr. SARBANES. The Senator put it 
very clearly. The point we were trying 
to make, the aiders and abettors walk 
scot-free as far as private lawsuits are 
concerned under this legislation. 

Mr. BRYAN. This is my under-
standing. 

Mr. SARBANES. We try to attach li-
ability that way. 

Under the different theories of liabil-
ity, there is an argument over reckless-
ness and knowingly and so forth. 

The bill never attaches liability to 
the aider and abettor; is that correct? 

Mr. BRYAN. That is my under-
standing. 

Mr. SARBANES. I understand in 
many suits that an important part of 
the recovery, on the part of the inno-
cent investor, is from the aiders and 
the abettors. 

Mr. BRYAN. That is my under-
standing. 

Tomorrow, as we complete the de-
bate, I will have additional data to 

share with my colleagues. I have never 
been involved in this area as an attor-
ney representing a class action or de-
fending this, but the issue is quite sub-
stantial, and the impact, I think, will 
astonish some of our colleagues. It is 
not just an academic discussion among 
Senators in good faith trying to craft a 
piece of legislation. 

The impact is profound. There must 
be reasons, when these actions are 
brought, they are brought under a the-
ory of aiding and abetting. It must be 
the only way to get into court against 
some of this misconduct with lawyers, 
accountants, bankers, and others. We 
simply wipe them out. ‘‘You folks can 
do whatever you want. You are home 
free.’’ That is a public policy that, in 
my view, is indefensible. 

Mr. SARBANES. If the Senator will 
yield for a second, I would like to bring 
this discussion towards close by saying 
there is a point where I agree very 
strongly with the Senator from Con-
necticut. 

At the outset of his statement he 
gave praise to the very strong state-
ment which the Senator from Nevada 
had made on this issue. I want to fully 
associate myself with that judgment. I 
think he is absolutely right. I urge all 
my colleagues, and their staffs that are 
following this issue, to go very care-
fully through the opening statement 
which the Senator from Nevada made 
when he presented his amendment. It 
was a very powerful statement as to 
why aiders and abettors ought not to 
be completely free from liability. 

Mr. BRYAN. I notice a number of col-
leagues are about ready to join the 
floor with other amendments. 

I will simply share one additional 
statistic in closing and yielding the re-
mainder of my time. Chairman Levitt 
has stated, of 400 pending SEC cases, 80 
to 85 rely on aiding and abetting theo-
ries of liability. We are talking about a 
substantial number. 

I yield the floor and yield back the 
remainder of my time. 

Mr. ROCKEFELLER. I ask unani-
mous consent that the Senator from 
West Virginia be allowed to speak for 5 
minutes as if in morning business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

MEDICARE SELECT 

Mr. ROCKEFELLER. Mr. President, 
because I know a lost cause when I see 
one, I concede that the majority leader 
is succeeding in passing what is known 
as the Medicare select legislation to-
night. The conference report will pass 
tonight. Nobody else will comment on 
it, but I will. I just hope I will not be 
tempted into saying, ‘‘I told you so’’ a 
year from now if some troubling signs 
turn out to be an omen of serious prob-
lems. 

For some reason, many of my col-
leagues on the other side of the aisle 
are adamant about rushing to expand a 
pilot project limited to 15 states into 
one for all 50 States. The conference re-

port is an agreement to make this ex-
tension, but only for 3 years instead of 
the 5 years that had been passed by the 
House. I still think 3 years is too long, 
but I have assurances from the chair-
man of the Finance Committee that we 
will have a hearing or hearings, and a 
good faith process, to consider whether 
any changes are warranted. 

What is Medicare select? Medicare 
select is a managed care insurance pol-
icy that is sold to senior citizens to fill 
in the gaps of Medicare coverage, of 
which there are many. It differs from 
other MediGap policies because it only 
pays Medicare’s cost sharing amounts 
if the senior citizen receives his or her 
medical care from an insurer’s selected 
network of health care providers. 

What bothers me is the rush to ex-
pand this limited program before an 
evaluation of this demonstration 
project, done at the direction of Con-
gress is completed and reviewed in 
oversight hearings. As the proponents 
of this push to expand the program 
know, the independent researchers 
evaluating the pilots will have their 
analyses completed by mid-August and 
a draft final report submitted by Octo-
ber. 

Leapfrogging over a careful effort to 
review a demonstration project, in 
order to decide if and how to expand 
the approach, is not the way to do busi-
ness with Medicare and its bene-
ficiaries. I think it is a mistake. I 
think it is bad precedent. I have to 
wonder whether it has to do with spe-
cial interests eager to see this program 
quickly expanded. I think it is a mis-
take to ignore emerging signs that this 
approach to the marketing of medigap 
policies may be costing Medicare rath-
er than achieving savings. When the 
majority of this body has just told sen-
ior citizens of America they want to 
cut Medicare by $270 billion, where is 
the sense in also extending a program 
for 3 years that might drain Medicare 
even more. 

Just in recent days, another yellow 
line started flashing. Based on reports 
routinely submitted to the Govern-
ment from the top notch research firms 
conducting the Medicare select study 
for HCFA, some startling findings have 
been reported on how the Medicare se-
lect program is operating. They are 
finding that Medicare select enrollees 
had significantly higher Medicare costs 
in comparison to seniors with regular 
medigap insurance. The Congressional 
Budget Office agrees that the new 
study raises serious questions about 
the operation of the Medicare select 
program. 

On average, Medicare’s costs have in-
creased 171⁄2 percent—higher—under 
Medicare select, which we are expand-
ing to all 50 States. Only one State, 
Missouri, experienced lower Medicare 
costs for its Medicare select enrollees. 
Mr. President, 8 States had higher 
Medicare costs for its Medicare select. 
Alabama, 12 percent higher; Arizona, 23 
percent; Florida, 8 percent; Indiana, 57 
percent higher; almost 6 percent in 
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Kentucky; 7.5 percent in Minnesota; 12 
percent higher in Texas; and 14 percent 
higher in Wisconsin. And so it goes. Re-
searchers believe the bulk of these cost 
increases were a result of greater hos-
pital costs. 

This information was not available 
to the Congressional Budget Office 
when it did its cost estimate of the 
original Medicare select legislation. At 
that time, CBO was forced to rely on 
very preliminary research that was 
done by these same researchers. The 
information then was limited to case- 
study information and did not include 
actual analyses or a comparison of uti-
lization data. 

Mr. President, this is why I remain 
troubled about this legislation, this 
conference report, which will be passed 
tonight and then become the law of the 
land. Serious questions have been 
raised about the operation of the Medi-
care select program, yet a conference 
report is about to be passed that gives 
the green light to 3 years of taking this 
program to every single State. 

It is maddening that just when there 
is all the railing about the Medicare 
trust fund and its solvency, some of my 
colleagues are so anxious to expand 
this program with a disregard for its 
potential drain on the part A trust 
fund. 

There are all kinds of questions to 
answer before I would be comfortable 
expanding or extending this program. 
That is why Congress for this evalua-
tion. That is why I believe we wait for 
the final report and take 3 hours out of 
our day in the Finance Committee to 
hold a hearing on what was learned. In-
stead, we are seeing this rush to pass a 
bill. 

The independent researchers have a 
full year of data from 1994 and are cur-
rently in the process of analyzing this 
data. It will take them about a month 
to complete their analysis of this in-
surance data. The data cited previously 
mostly reflects Medicare’s cost experi-
ence in 1993. While the researchers have 
already controlled form many vari-
ables, they plan to try to better pin-
point the reason for these very signifi-
cant Medicare cost increases. This ad-
ditional information—which will be 
available in only 1 month—would pro-
vide Congress with much better infor-
mation and will tell us if the Medicare 
cost increases of Select enrollees are a 
one-time phenomena or a continuing 
trend. It would also help us figure out 
the reasons for the higher Medicare 
costs of beneficiaries enrolled in Medi-
care select plans. It would provide us 
with information which would make 
sure we didn’t enact a major new ex-
pansion that primarily benefits insur-
ance companies without making sure 
the Part A trust fund was not going to 
be drained of funds. 

Are sick seniors merely signing up 
for Medicare select managed care prod-
ucts in record numbers? This would be 
an unexpected finding since people 
with serious health care problems nor-
mally avoid managed care plans, if 

they can. Or, are sick seniors somehow 
being steered into Medicare-select 
plans by insurance companies and 
away from risk-based HMO’s? In addi-
tion to analyzing 1994 utilization data, 
the research team is also completing 
work on beneficiary survey which will 
include beneficiaries’ own stated rea-
sons for signing up with the Medicare 
select plan. 

Mr. President, it is not often that 
legislators are able to have research of 
this caliber available on a Medicare 
legislative initiative. Yet, we are 
choosing to ignore the red flag that 
these research findings have raised. 

According to the Congressional Budg-
et Office, the Medicare Program is cur-
rently overpaying HMO’s by about 5.7 
percent per person because of Medi-
care’s payment methodology which 
does not take into account the tend-
ency of healthier seniors to sign up 
with HMO plans. This legislation be-
fore us today could—because of the spe-
cial advantages Medicare select insur-
ers have been granted in obtaining dis-
counts from hospitals—have a similar 
effect. Insurance companies make 
money while the Medicare Program 
loses money. 

Mr. President, the legislation before 
us today is preferable to the House bill 
that was originally brought to the Sen-
ate floor. Instead of extending the 
Medicare select program to 50 States 
for 5 years, this legislation expands it 
to 50 States for 3 years. This is still 
longer than I would have liked. It is 
longer than the original Senate bill 
which was the result of a compromise 
reached between myself and the major-
ity leader, Senator DOLE, and Senators 
PACKWOOD and CHAFEE. The legislation 
will also allow the HHS Secretary to 
discontinue the program if the Sec-
retary determines that the Medicare 
select programs is resulting in higher 
premium costs to beneficiaries or in 
higher program costs to the Medicare 
Program. 

Mr. President, I look forward to an 
oversight hearing in the Finance Com-
mittee on the Medicare select program 
which—under a prior agreement with 
Senators DOLE and PAKCWOOD—will be 
held once the final evaluation study 
has been completed. And I am com-
mitted to working with the chairman 
of the Medicare Subcommittee, Sen-
ator DOLE, on any legislative modifica-
tions that may be necessary based on 
the committee’s oversight hearing, the 
RTI study, or from the results of a 
GAO study—that was added to the Sen-
ate bill and retained in the conference 
agreement—that requires a study of 
the medical underwriting practices of 
Medigap insurance policies. Again, I 
hope I will never have to say ‘‘I told 
you so’’ on behalf of the Medicare Pro-
gram and the senior citizens who count 
on us to look before we act. 

Mr. President, I yield the floor. 

MEDICARE SELECT POLICIES 
ACT—CONFERENCE REPORT 

Mr. CHAFEE. Mr. President, I submit 
a report of the committee of con-
ference on H.R. 483 and ask for its im-
mediate consideration. 

The PRESIDING OFFICER. The re-
port will be stated. 

The assistant legislative clerk read 
as follows: 

The committee on conference on the dis-
agreeing votes of the two Houses on the 
amendment of the Senate to the bill H.R. 
483, a bill to amend title XVIII of the Social 
Security Act to permit Medicare select poli-
cies to be offered in all States, and for other 
purposes, having met, after full and free con-
ference, have agreed to recommend and do 
recommend to their respective Houses this 
report, signed by a majority of the conferees. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to 
the consideration of the conference re-
port. 

(The conference report is printed in 
the House proceedings of the RECORD of 
June 22, 1995.) 

The PRESIDING OFFICER. The Sen-
ator from Rhode Island. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent the conference re-
port be considered and adopted, the 
motion to reconsider be laid upon the 
table, and a statement by Senator 
PACKWOOD be included in the RECORD at 
the appropriate place. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The conference report was agreed to. 
Mr. PACKWOOD. Mr. President, I am 

very pleased with the conference agree-
ment on Medicare select. The agree-
ment is very close to the bill passed by 
the Senate. The only major change is 
extending the program 3 years instead 
of 18 months. This is reasonable exten-
sion. It gives States sufficient time to 
take the necessary legislative or ad-
ministrative actions to allow Medicare 
select policies to be sold in their 
states. It also allows insurers sufficient 
time to develop products, bring them 
to market, and accumulate enough ex-
perience for a meaningful evaluation of 
Medicare select policies. 

This legislation will allow people in 
all the States to have access to very 
popular, lower cost type of Medicare 
supplemental insurance. Remember, 
Medicare supplemental insurance is 
private insurance that people buy with 
their own money to cover medical ex-
penses not paid for by Medicare. There 
is no Federal money involved. 

Some concerns have been raised 
about Medicare select. Since Medicare 
select is a new type of supplemental in-
surance and the full implications of 
Medicare select for the Medicare Pro-
gram are not known, this legislation 
contains a safety valve. The Secretary 
of Health and Human Services is to 
study Medicare select. If the Secretary 
finds that Medicare select is saving 
seniors money on supplemental insur-
ance, is not adding additional costs to 
the Medicare Program, and has not 
negatively affected quality or access to 
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health care, Medicare select automati-
cally becomes a permanent option 
after 3 years. If, on the other hand, the 
Secretary finds serious problems with 
Medicare select, the program expires 
June 30, 1998. 

This is a very sensible compromise. 
It protects the Government against un-
intended consequences while also al-
lowing the program, if successful, to 
become permanent without having 
Congress take additional action. 

f 

CORRECTION IN THE ENROLLMENT 
OF H.R. 483 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent the Senate proceed 
to the immediate consideration of Sen-
ate Concurrent Resolution 19, sub-
mitted earlier today by Senator PACK-
WOOD. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

A concurrent resolution (S. Con. Res. 19) to 
correct the enrollment of the bill H.R. 483. 

The PRESIDING OFFICER. Is there 
objection to the immediate consider-
ation of the concurrent resolution? 

There being no objection, the Senate 
proceeded to consider the concurrent 
resolution. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent the concurrent res-
olution be considered and agreed to, 
the motion to reconsider be laid upon 
the table, and that any statements re-
lating to the concurrent resolution ap-
pear at the appropriate place in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The concurrent resolution (S. Con. 
Res. 19) was considered and agreed to 
as follows: 

S. CON. RES. 19 

Resolved by the Senate (the House of Rep-
resentatives concurring), That, in the enroll-
ment of the bill (H.R. 483) to amend title 
XVIII of the Social Security Act to permit 
medicare select policies to be offered in all 
States, and for other purposes, the Clerk of 
the House of Representatives shall make the 
following correction: Amend the title so as 
to read as follows: ‘‘An Act to amend the 
Omnibus Budget Reconciliation Act of 1990 
to permit medicare select policies to be of-
fered in all States.’’. 

Mr. CHAFEE. Mr. President, I thank 
the manager of the bill very much for 
permitting us to proceed like this. 

Mr. SARBANES. If the Senator will 
yield, I think his thanks should really 
be directed to the distinguished Sen-
ator from California, who, under the 
unanimous consent request, was in 
order to offer her amendment and de-
ferred from doing so in order to allow 
the Senator to proceed. 

Mr. CHAFEE. The Senator from 
Maryland is absolutely correct. I stand 
admonished. 

I thank the Senator from California 
for her kindness in letting me proceed 
as we did. Otherwise, I would have been 
here, hanging upon every word of her 

amendment, but that might have taken 
me past important appointments at 
home. 

So I thank the lovely lady from Cali-
fornia. I count it fortunate that she is 
a member of the Environment and Pub-
lic Works Committee, where she does 
distinguished service, and has ever 
since she has been in the Senate. 

Mr. President, I thank the Senator 
from California, the distinguished Sen-
ator from Maryland, and the floor man-
ager of the bill, the honorable Senator 
from New York. 

The PRESIDING OFFICER. The dis-
tinguished Senator from California is 
recognized. 

Mrs. BOXER. Mr. President, let me 
say to my chairman of the Public 
Works and Environment Committee, if 
I could get his attention, I greatly ap-
preciate the kind words he said about 
me. If he votes for my amendment, I 
will appreciate it even more. 

I hope he will do that because, Mr. 
President, I think I do have a good 
amendment. 

f 

PRIVATE SECURITIES LITIGATION 
REFORM ACT 

The Senate continued with the con-
sideration of the bill. 

AMENDMENT NO. 1475 

(Purpose: To establish procedures governing 
the appointment of lead plaintiffs in pri-
vate securities class actions) 

Mrs. BOXER. Mr. President, I send an 
amendment to the desk on behalf of 
myself and Senator BINGAMAN, and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from California [Mrs. BOXER], 
for herself and Mr. BINGAMAN, proposes an 
amendment numbered 1475. 

Mrs. BOXER. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 98, strike line 3, and all that fol-

lows through page 100, line 22, and insert the 
following: 

‘‘(2) APPOINTMENT OF LEAD PLAINTIFF OR 
PLAINTIFFS.—Not later than 90 days after the 
date on which a notice is published under 
subparagraph (A) or (B) of paragraph (1), the 
court shall determine whether all named 
plaintiffs acting on behalf of the purported 
plaintiff class who have moved the court to 
be appointed to serve as lead plaintiff under 
paragraph (1)(A)(ii) have unanimously se-
lected a named plaintiff or plaintiffs to serve 
as lead plaintiff or plaintiffs of the purported 
plaintiff class, and— 

‘‘(A) if so, shall appoint such named plain-
tiff or plaintiffs to serve as lead plaintiff or 
plaintiffs of the purported plaintiff class; or 

‘‘(B) if not, after considering all relevant 
factors, including, but not limited to finan-
cial interest in the relief sought, work done 
to develop and prosecute the case, the qual-
ity of the claim, prior experience rep-
resenting classes, possible conflicting inter-
ests, and exposure to unique defenses, shall 
select and appoint a named plaintiff or plain-

tiffs to serve as lead plaintiff or plaintiffs of 
the purported plaintiff class. 

‘‘(3) SELECTION OF LEAD COUNSEL.—The lead 
plaintiff or plaintiffs appointed under para-
graph (2) shall, subject to the approval of the 
court, select and retain counsel to represent 
the class.’’. 

On page 102, strike line 3, and all that fol-
lows through page 104, line 22, and insert the 
following: 

‘‘(2) APPOINTMENT OF LEAD PLAINTIFF OR 
PLAINTIFFS.—Not later than 90 days after the 
date on which a notice is published under 
subparagraph (A) of (B) of paragraph (1), the 
court shall determine whether all named 
plaintiffs acting on behalf of the purported 
plaintiff class who have moved the court to 
be appointed to serve as lead plaintiff under 
paragraph (1)(A)(ii) have unanimously se-
lected a named plaintiff or plaintiffs to serve 
as lead plaintiff or plaintiffs of the purported 
plaintiff class, and— 

‘‘(A) if so, shall appoint such named plain-
tiff or plaintiffs to serve as lead plaintiff or 
plaintiffs of the purported plaintiff class; or 

‘‘(B) if not, after considering all relevant 
factors, including, but not limited to finan-
cial interest in the relief sought, work done 
to develop and prosecute the case, the qual-
ity of the claim, prior experience rep-
resenting classes, possible conflicting inter-
ests, and exposure to unique defenses, shall 
select and appoint a named plaintiff or plain-
tiffs to serve as lead plaintiff or plaintiffs of 
the purported plaintiff class. 

‘‘(3) SELECTION OF LEAD COUNSEL.—The lead 
plaintiff or plaintiffs appointed under para-
graph (2) shall, subject to the approval of the 
court, select and retain counsel to represent 
the class.’’. 

Mrs. BOXER. Mr. President, let me 
explain my amendment. My amend-
ment deletes language in the bill which 
instructs the judge to make the largest 
investor in a securities class action 
suit the lead plaintiff in that suit. To 
me, on its face, as a nonlawyer, this is 
an amazing proposition. The richest in-
vestor gets to be the lead plaintiff. 

My amendment is designed to give 
the little investor, people with IRA’s, 
Keoghs, a 401–K plan, the chance to be 
the lead plaintiff. 

My amendment is simple, reasonable, 
fair and, I believe, democratic. This 
bill assumes the wealthiest investor is 
somehow better suited to represent 
smaller investors in the suit. 

Mr. President, class action securities 
lawsuits are supposed to protect the 
average and the small investor—not 
only the largest investor. Of course we 
want to protect them as well. But 
clearly we are concerned about the 
small investor. In fact, class action 
lawsuits are the only practical chance 
that the small investor has to recover 
if he or she has been defrauded. 

Why do I say that? The small inves-
tor, let us say, has been defrauded out 
of $500 or $1,000 or $5,000. That small in-
vestor simply cannot afford to bring an 
individual action against a fraudulent 
party. It would cost way more than 
even the $5,000 to do so, maybe even 
more than the investor’s total net 
worth, just to recover the small invest-
ment. 

So in practical terms, class actions 
are the small and average investor’s 
only chance to recover. This bill, S. 
240, without my amendment, would 
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deny them control over their own law-
suits. It would put the largest investor 
in control. 

I said my amendment is democratic. 
I say that because it allows the mem-
bers of the class to decide who will pick 
their representative called a ‘‘lead 
plaintiff.’’ The lead plaintiff will then 
represent the class, control the litiga-
tion, and hire lawyers to serve as class 
legal counsel. 

The candidates for lead plaintiff are 
all named plaintiffs who file motions 
with the judge saying they want to 
serve as the lead plaintiff. 

My amendment, and the bill, require 
that notices be placed in a widely cir-
culated national business-oriented pub-
lication or wire service, which then 
gives notice to all the class members 
that there is a class action. That way, 
every member of the class has an op-
portunity to be named the lead plain-
tiff. 

Under my amendment, the court will 
appoint as lead plaintiff anyone unani-
mously selected by the named plain-
tiffs who have filed lawsuits. And that 
seems to me the way it ought to be. 
Everybody has an opportunity to de-
cide who will be the lead plaintiff. I 
think it is fundamentally undemo-
cratic to do it otherwise—to do what 
this bill does, to prevent the members 
of the class from picking their lead 
plaintiff; to require that the largest in-
vestor be appointed. 

Under my amendment, only if the 
plaintiffs cannot agree unanimously 
among themselves on the lead plaintiff 
would the court decide who the lead 
plaintiff should be. So, first we have all 
the plaintiffs decide who they want. If 
they reach unanimous agreement, it is 
so done. If they do not, then the judge 
or the court would decide who the lead 
plaintiff would be. 

Again, the bill without the Boxer 
amendment requires that the judge ap-
point the largest investor. Again, my 
amendment merely says if the plain-
tiffs at first do not agree, the judge, 
after considering all relevant factors, 
shall select the lead plaintiff. 

The court, under the Boxer amend-
ment, could very well pick the largest 
investor. But the court does not have 
to at that point. So, if everybody 
agrees on the lead plaintiff, it is done. 
If they cannot unanimously agree, then 
the court will select, and they can cer-
tainly look at who the largest investor 
is, but that should not be the only cri-
terion. 

My bill requires the court to consider 
all relevant factors in selecting a lead 
plaintiff or plaintiffs. These factors in-
clude—and they are in my amend-
ment—but are not limited to the fol-
lowing: 

First, the financial stake that the 
lead plaintiff would have in the law-
suit. So we agree with the chairman. 
Let us take a look at that. 

Second, how much work and money 
he or she has expended on the suit thus 
far. We think it is important for the 
judge to see who has made the biggest 
investment so far. 

Third, the quality of that work. 
Fourth, the quality of their indi-

vidual claim. 
Fifth, whether they have any poten-

tial conflicts. 
Sixth, whether the defendants would 

have any unique defenses to this lead 
plaintiff—which I will describe later. 

So, again I say to my friends, as Sen-
ator BRYAN has said, this is not an ex-
citing issue. No one is glued to their 
TV sets saying, ‘‘Gee, we have been 
looking forward to this all day, Sen-
ator BOXER.’’ But clearly a lot is at 
stake. If you are a small investor and 
automatically the largest investor is 
picked, even if that large investor has 
a conflict of interest—and I will go into 
that—you are going to really take it in 
the neck. You are going to be out of 
luck, and I am going to explain this. 

It could be that the defendants are 
accused of having targeted the elderly. 
This is not uncommon. I made that 
point today. I am glad my colleagues 
agree that senior citizens are the tar-
gets here. Would the largest investor 
be the best plaintiff in a fraud against 
targeted senior citizens, small inves-
tors? Not necessarily. And this is 
where maybe some people will wake up 
and will take notice. 

Let us look at the Keating case, a 
case my colleagues on the other side of 
this issue keep telling us not to bring 
up. I have news for them, we are going 
to bring it up because it is on point and 
it is on target. 

Listen to this. Keating was sued by 
small investors who bought his securi-
ties. One of the largest investors even-
tually became a defendant in the small 
investor lawsuit. If this bill had be-
come law it would have been clear that 
the judge should appoint that large in-
vestor as the lead plaintiff. Talk about 
foxes in charge of the chicken coop. 
Many of the biggest investors in 
Keating’s junk bonds were friends of 
Keating and associates of Michael 
Milken, including Executive Life Insur-
ance Co. of California, and a Min-
neapolis brokerage company called 
Offerman & Co. These relationships 
were not public when the lawsuit was 
filed. Under this bill Offerman & Co. 
would have been put in charge of the 
Keating class action. That would have 
meant that Keating’s friends and junk 
bond cronies would have been in the 
position to stifle the lawsuit. 

I say thank God this bill was not law 
and the small investors were in charge. 
They eventually uncovered the hidden 
relationship. But they never could have 
uncovered those relationships at the 
point at which the judge was deciding 
who the lead plaintiff should be, and he 
would have had to pick the largest in-
vestor. 

Here is the thing. The largest inves-
tor became a codefendant and eventu-
ally paid $55 million to the small inves-
tor. If this bill had been the law of the 
land, the largest investors would have 
been in control of the suit. They would 
have been the lead plaintiff in the suit. 
And I say the Keating case is just an 
isolated example. 

Mr. SARBANES. Will the Senator 
yield? 

Mrs. BOXER. I am happy to yield to 
my friend. 

Mr. SARBANES. Mr. President, this 
is an extraordinarily important point 
which the Senator from California is 
making. In fact, the SEC in com-
menting on this provision of the bill 
that is before us said, and I quote 
them: 

One provision of section 102 requires the 
court generally to appoint as lead plaintiff 
the class member that has the largest finan-
cial interest in the case. 

Exactly the provision the Senator is 
addressing. 

The SEC then says: 
While this approach has merit, it may cre-

ate additional litigation concerning the 
qualification of the lead plaintiff, particu-
larly when the class member with the great-
est financial interest in the litigation has 
ties to management, or interest that may be 
different from other class members. 

As I understand it, you permit having 
the largest financial interest to be a 
factor to be considered by the judge if 
all the plaintiffs cannot get together 
on who the lead plaintiff should be. 
Then the judge has to pick a lead plain-
tiff, and the Senator concedes the one 
factor to be looked at would be finan-
cial interest. But the bill as written 
provides the presumption to the large 
financial interest plaintiff which car-
ries with it the risk, as the SEC points 
out, where the lead plaintiff may have 
ties to management or interest that 
may be different from other class mem-
bers. 

As the Senator points out, they later 
found that out in the Keating case. 
Well, you say they will find it out in 
the beginning. They cannot find it out 
in the beginning. In fact, the bill as 
written denies the discovery in the 
early stages unless you already have a 
reasonable basis for doubting the lead 
plaintiff. This whole thing is struc-
tured in such a way that a lead plain-
tiff who has ties to the defendant, a 
party that has ties to the defendant, 
can end up being the lead plaintiff. 

Mrs. BOXER. My friend is right on 
target, and as usual presents the point 
magnificently. This is a total outrage. 
It is a total outrage because at the 
time when the judge will decide who 
the lead plaintiff could be, they say 
there is a rebuttable presumption, but 
it is really irrebuttable because of the 
high standard that has to be met. It 
will be the largest investor. And after I 
yield to my friend from Nevada, I am 
going to show you another case on 
point so that we show the Keating case 
and how it would have worked to have 
the people who eventually wound up 
paying the small investors under this 
bill be the lead plaintiff. There would 
not even have been a case, if that had 
been the law. I shudder to think about 
the miscarriage of justice. 

Here we are today. You know one of 
the reasons I think so. We are making 
our points here. Obviously, we can tell 
by the votes that so far we were not 
carrying the day except my one amend-
ment that requires a report. We are not 

VerDate Aug 31 2005 05:42 May 28, 2008 Jkt 041999 PO 00000 Frm 00078 Fmt 0624 Sfmt 0634 J:\ODA15\1995_F~1\S26JN5.REC S26JN5m
m

ah
er

 o
n 

M
IK

E
T

E
M

P
 w

ith
 S

O
C

IA
L 

S
E

C
U

R
IT

Y
 N

U
M

B
E

R
S



CONGRESSIONAL RECORD — SENATE S9091 June 26, 1995 
carrying the day. But, by God, let us 
make the record and let us be clear on 
it so that if there is an explosion, and 
investors get defrauded, and we have 
another S&L-like scandal on our 
hands, and people are scared to death 
to invest and all they do is buy Govern-
ment bonds, I think some of us can 
point to this debate and say we tried; 
we made the record. 

Mr. BRYAN. Will the Senator yield? 
Mrs. BOXER. I am happy to. 
Mr. BRYAN. I want to compliment 

the Senator. We have heard many 
times during the course of this debate 
the word ‘‘balance.’’ I think what the 
Senator has done in revisiting this par-
ticular section of the bill represents 
the essence of balance. As the Senator 
has pointed out, the Senator’s amend-
ment does not preclude the consider-
ation of wealth, if I am reading the 
Senator’s amendment correctly. 

Mrs. BOXER. That is correct. 
Mr. BRYAN. But it simply indicates 

that where there is not a unanimous 
agreement it is simply a factor. Am I 
correct? 

Mrs. BOXER. Exactly. 
Mr. BRYAN. Let me say it is my un-

derstanding—the Senator can correct 
me if she has a different view—that the 
very essence of a class action is to 
allow individuals who are very small 
with relatively modest investments to 
band together, that there is a unity of 
interest, a commonalty of purpose; can 
band together, and that same com-
monalty of interest may or may not 
exist with respect to a large security 
underwriting house which may have 
other dealings with the defendants who 
may indeed have a little self-dealing. 
‘‘We will wash your back on this one if 
you will wash our back on the next 
one.’’ 

Is that the essence of the Senator’s 
concern? 

Mrs. BOXER. The Senator from Ne-
vada, the former attorney general of 
that State, is so right on point here. 

If a relatively small investor who, let 
us say, owns a home and a car, and is 
retired and has a $50,000 investment, I 
say to my friend that means so much 
to that individual. The large investor 
could be a big brokerage house. We 
have a brokerage house that is worth 
$50 billion. They may be the largest in-
vestor in this particular company. 
They may have $1 million. That $1 mil-
lion is a lot more than $50,000, but to 
that large company it is nothing. 
Whereas, the $50,000 to a small investor 
is virtually everything. 

Today I put in the RECORD a story of 
one of my constituents who was one of 
the victims of Keating. She lost $20,000. 
It was the difference between her being 
dependent or independent. She talked 
about the pain of knowing she just 
waited for that Social Security check 
because they bilked her out of her 
money; the savings she needed. 

So the Senator is so right. This bill, 
I do not know how to put it, it is so 
elitist. I do not like that word, but I 
cannot think of another word. It is not 

fair, it is elitist. It is looking at a 
small investor as if they were worth 
nothing. 

I want to give my friends another ex-
ample. This is a recent example. The 
Wall Street Journal reported only last 
month that a large Wall Street invest-
ment bank—and I am going to name 
the bank because it is in the paper; 
they have a great reputation— 
Wertheim Schroeder—filed a class ac-
tion against Avon Products for securi-
ties fraud. Wertheim Schroeder filed a 
class action against Avon for securities 
fraud. Wertheim was supposed to rep-
resent the interests of the small inves-
tor. But the Journal reported that 
Wertheim tried to get Avon to settle 
the case by giving Wertheim $50 mil-
lion to invest. That is no way to ben-
efit the small investor, to settle a law-
suit. 

It does not even think about the 
small investors. This bill would pre-
vent those small investors from discov-
ering the secret deal, because they 
would have to know about it before 
they could use subpoenas to find out 
about it. 

So here is the largest investor who 
has its own agenda, clearly, and that 
agenda did not benefit the small inves-
tors. But under this bill, the small in-
vestors could not have found that out 
and automatically, therefore, the larg-
est investor would have been the lead 
plaintiff. 

We talked about the rebuttable pre-
sumption so I will not go into that. It 
really is simply not there, because my 
friend, the Senator from Maryland, ex-
plained the bill precludes the small in-
vestor from being able to subpoena or 
discover a large investor’s hidden con-
flict. 

In other words, if you cannot read 
about it in the newspapers, forget it. 
Only if the conflict is obvious would 
the small investor be able to prove it, 
and it is just very unfair. In other 
words, the rules are stacked against 
the small guy and the rules are in favor 
of the large guy. Now I have shown you 
two examples, the Keating case and 
this other Avon case, and I am sure 
there are many more. 

In other words, if the large investor 
can hide its conflict of interest, it is 
home free, it is going to be the lead 
plaintiff. Small investors will not be 
able to uncover the conflict. My God, I 
know we want to stop frivolous law-
suits, we all do, but I do not know any-
one who would say that the suit 
against Charles Keating was frivolous, 
but we are standing on the floor of the 
Senate, a few of us, trying to show you 
that it would have totally changed the 
outcome of that case, and we have to 
be very, very careful. 

Mr. President, I see nothing in the 
record which supports the thesis that 
the largest investor is more honest or 
more trustworthy. In fact, history sug-
gests there are reasons to believe that 
the opposite is true, and I showed you 
a few of those. 

In response to my friend from Ne-
vada, I pointed out that a $50,000 in-

vestment from an individual’s IRA 
sometimes is worth much more than a 
huge investment by a huge company. 

I want to make another point—— 
Mr. BRYAN. Will the Senator yield 

for one more question? I know the hour 
is late. 

Mrs. BOXER. Yes, I will be happy to 
yield. 

Mr. BRYAN. I compliment the Sen-
ator for her fine work. As I am reading 
the print before us, I am almost of-
fended with the language ‘‘the most 
adequate plaintiff.’’ Somehow if you 
have $10,000 in this investment and 
that is all you have, somehow you are 
less adequate to be the lead plaintiff in 
the action. 

My question really deals with the or-
igin of this. I sat in on as many of the 
hearings as I could. The chairman was 
extremely fair in posting notice and 
giving us opportunity to present our 
arguments and to make the point, but 
I do not recall this being in the origi-
nal bill. I do not recall any testimony 
offered in behalf of this measure. I do 
not recall any discussion or debate 
about this at all. Perhaps the distin-
guished Senator from California can 
enlighten me further on that. 

Mrs. BOXER. My friend is right on 
target again. The language about lead 
plaintiff was added only 4 days before 
the committee markup, weeks after 
the last hearing. I see nothing in the 
committee records that supports giving 
the large investor virtual control over 
class actions. This was added 4 days be-
fore markup, and it is very meaningful. 
I have one more point and then I am 
going to yield to my friend from Mary-
land, but I want him to listen carefully 
to this as well. We believe on our read-
ing, and we have put a lot of legal 
minds to work on this, that the bill 
makes it possible for the largest plain-
tiff to sneak into a class action and be-
come the lead plaintiff without going 
through any of the requirements that 
all the other investors have to go 
through. 

A large investor can hijack a small 
investor’s case. Listen to this. It is our 
understanding that large investors do 
not even have to file a lawsuit in order 
to take control of the suit. A large in-
vestor only has to sit back and wait to 
see if a small investor files a suit, see 
if the suit has merit and then pounce 
on it. The small investor will have in-
vested his or her scarce time and 
money investigating the case and filing 
it. 

At that point, this bill permits the 
largest investor to take over without 
even having to file the lawsuit. He does 
not even have to be a party to the law-
suit. It means the largest investor does 
not have to run the risk of rule 11 sanc-
tions of filing a frivolous complaint, 
sanctions that small investors who 
bring the original complaint are sub-
ject to by this bill, which a lot of us 
support. 

But the largest investor is scot-free. 
This forces the small investor to take 
the risk but rewards the big investor. 
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It is to me extraordinary. The bill per-
mits a large investor to control the 
class action and the rights of small in-
vestors without having to describe in a 
sworn certification filed with the court 
how the largest investor came to buy 
the securities that made it the largest 
investor. Small investors who file a 
lawsuit have to include a sworn certifi-
cation describing how they purchased 
the security. That is good. But why 
should the largest investor not have to 
do that? 

Let me bring that home. This means 
that the largest investor would not 
have to disclose even a sweetheart deal 
with the defendant that might have re-
sulted in his buying the securities, a 
sweetheart deal that should disqualify 
the largest investor from being the 
lead plaintiff. 

This type of sweetheart deal was very 
common in the eighties when Michael 
Milken gave preferential shares of junk 
bonds to his insider friends. Like Ivan 
Boesky—I am bringing up names from 
the past, not because I want to try peo-
ple again. They went through a lot of 
pain. I am trying to make a point, if we 
do not learn from the eighties, what 
are we doing here? So this bill would 
put Ivan Boesky in charge of a class- 
action lawsuit. How well do you think 
Ivan Boesky would have represented 
small investors? It would have put 
Boesky in a position to take over law-
suits against Michael Milken. 

Mr. SARBANES. Will the Senator 
yield on that point? 

Mrs. BOXER. Yes. 
Mr. SARBANES. I do not think the 

Senator from California ought to ex-
press reluctance or apologize for bring-
ing these names out of the past in 
order to remind people what has oc-
curred in this area and the tremendous 
damage and harm that was done to 
thousands of innocent investors. And 
we are running the risk here—I 
thought the Senator was absolutely 
right earlier when she said, we are, in 
effect, writing some history here, mak-
ing a record so that down the road we 
can look back and say, it was at that 
point that a decision was made that led 
to these terrible consequences. 

One of the articles in U.S. News & 
World Report was headed ‘‘Will Con-
gress Condone Fraud?’’ and then the ar-
ticle ends by saying: 

The pendulum had swung too far toward 
the lawyers, and now it is swinging too far 
the other way. Unfortunately, some major 
investor frauds may have to take place be-
fore it again moves back toward the center. 

And we are trying to prevent that 
here and now. We do not want those 
major investor frauds to take place, 
and it is our contention that many of 
the provisions that we are trying to 
change will make it possible for that to 
happen. That is why I think that the 
points the Senator from California is 
making are so extremely important. 
Things of these measures have con-
sequences, and the consequences may 
be very harmful and detrimental. Her 
reference back to earlier abusers is 

very much on point in underscoring 
that fact. 

Mrs. BOXER. I want to thank my 
friend, the ranking member of the com-
mittee, and my friend from Nevada. 
But it is painful to bring back these 
issues. To me, it is extraordinary that 
we are giving insiders, real insiders 
who may have had a sweetheart deal 
with a company, the chance to be the 
lead plaintiff. 

That is really hard to swallow. And I 
think the Boxer amendment is very 
fair. It basically says let us have fair-
ness and justice to this section of the 
bill. We do not discriminate against 
the largest investor or the smallest in-
vestor. We say let all the plaintiffs get 
together and unanimously pick their 
lead plaintiff. If they cannot agree, let 
us have the judge take a look at it. Let 
us have him or her take into account 
who the largest investor is. Let us have 
him or her take into account the legal 
work that has been done and then we 
will have him or her choose who the 
lead plaintiff will be. 

So, Mr. President, I truly hope that 
this debate has been enlightening to 
any of those who have listened to it. 
Let us not turn the clock back to the 
1980’s. Let us not get into a situation 
where small investors are so scared 
that they start putting their dollar 
bills under the mattress. We want the 
moneys out there. We want them to in-
vest their moneys for economic 
growth. But let us not skew the system 
so much against them they feel they do 
not have enough protection. 

I reserve whatever time I have re-
maining. I will yield the floor at this 
time. 

The PRESIDING OFFICER. The Sen-
ator reserves the remainder of her 
time. The Senator from New York is 
recognized. 

Mr. D’AMATO. Mr. President, I find 
it interesting that we talk about pre-
serving the system to help the little 
people. Let me tell you something. 
What is actually taking place is the 
small investors are being used, and 
they are not representatives of any 
class. The only class they are rep-
resentatives of is the greed and avarice 
of the attorneys who are milking the 
system and are spending the millions 
of dollars they make from the settle-
ments right now. The lawyers are fi-
nancing the public interest groups, 
which are lobbying to keep this sys-
tem. It is the lawyers protection act to 
enrich themselves. That is what this 
amendment is. 

Let us look at the lead plaintiffs, the 
big law firms in New York and Cali-
fornia that are manufacturing most of 
these cases. Who do they have? Steven 
Cooperman was named in 14 cases be-
tween 1990 and 1993. Is he the little guy 
who got bilked out of $10,000? How 
many shares does he own in how many 
companies? He is a hired gun. And who 
is he going to select to be his lawyer? 
I will tell you what he has done 14 
times; 14 times he has decided between 
1990 and 1993 to take the same firm. 

Sheldon Shore, 10 times, same firm. 
Mr. Shore, do you think he really rep-
resents the working people? I bet he 
did not even know there was a suit 
until he got a call because his name is 
in a computer and that stock dropped 6 
points, and then he gets right on in 
there and he brings a suit. 

Now, that is not what the legal sys-
tem is supposed to be about. Do you 
want to go through them again? Rod-
ney Shields, seven; David Steinberg, 
seven; William Steiner, six; Ronald 
Kassover, five. We are talking about 
just a small handful of people who have 
been involved in suits multiple times 
in 3 years. It is a racket. It is not the 
little homeowner. It is not the pen-
sioner investing for his retirement. 

So what do we try to do? We try to 
say let us stop the race to the court-
house by a bunch of quick scam artists. 
Let us see to it that the people who 
have a real stake, if there are some 
shenanigans going on, let us see to it 
that the small investor with a real 
stake is given control over the suit. 
This legislation protects the small in-
vestor by creating a rebuttable pre-
sumption that the person who has the 
largest financial stake should lead the 
case. 

And who do you think we are talking 
about? You think we are talking about 
an investment banking firm? A securi-
ties firm? No. 

My colleagues say they have knowl-
edge of securities areas, in fact some of 
them have worked in securities. If you 
worked in the securities area, do you 
know that 51 percent of all of the funds 
that are invested are by institutional 
investors? And guess what? Half of 
that, $5.5 billion is in pension funds— 
pension funds. Those are the little 
guys. They have every nickel and dime 
they have earned for their retirement 
in there, and I think those pension 
fund managers, the institutional inves-
tors should be consulted when lawsuits 
are brought. And if they have a posi-
tion in a company and they have in-
vested hundreds of millions and they 
represent tens of thousands, hundreds 
of thousands of small investors, I want 
them to lead the case and I do not want 
Mr. Cooperman and the other guys over 
there picking the class. 

You better believe I wish to change 
it. I am sick and tired of having a sys-
tem that rips off the American people 
so a handful of lawyers can get rich. 
They do not give two hoots and a hol-
ler about the small investor. Let us 
stop them from taking over the law-
suits. Do not come in here telling us 
that with this legislation we are trying 
to protect the fat cats. I want a system 
where if there is an institutional inves-
tor, and they have got some losses, 
that they have an opportunity to come 
to the Court, and by a rebuttable pre-
sumption they have an opportunity to 
be picked as lead counsel. 

Now, let me ask you, the only time 
that you have all the plaintiffs line up 
and agree on the lawyer is when these 
seven or eight plaintiffs race in to the 
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courtroom at the same time—and they 
all say to the judge: Guess what, we all 
want the same law firm. Is that fair-
ness? S. 240 creates a rebuttable pre-
sumption that the Court should look at 
the size of the financial interest, by the 
way, all the other standards under the 
Federal code of procedures. They still 
have to meet any challenges, but the 
lawyer who represents the pension fund 
should at least be given that presump-
tion that they are the best counsel to 
keep the interests of the small inves-
tor. 

And by the way, if everyone agrees— 
and it would seem to me that all the 
small investors would want to be rep-
resented by somebody who would have 
a stake in the case. I want true plain-
tiffs, and if it is that person who has 
lost their life savings of $25,000, they 
are certainly going to want that pen-
sion manager who has a real stake on 
behalf of tens of thousands of similar 
people to be there to be supervising, to 
be watching. 

I look at this legislation, and I see 
that the amendment that is crafted 
talks more about the lawyers—the 
plaintiffs counsel. It says the judge 
should consider the work done to de-
velop and prosecute the case. We are 
talking about 90 days in which this has 
been filed when the judge is going to 
have to make a decision. I would like 
to know what work is done by a plain-
tiff within 90 days. 

The judge should also consider the 
quality of the claim, prior experience 
representing the classes and possible 
conflicting interest. This is the lawyers 
protection amendment. This is not a 
class action amendment. This is not an 
amendment designed to see to it that 
the little guy is really represented. 
This is to continue the same kind of 
charade as exists now. And as well-in-
tentioned as my colleague might be— 
and I believe she is very well inten-
tioned—I believe that what this amend-
ment will do is just allow another way 
for the entrepenurial lawyer to get 
around the door and race to the court-
house to stake his claim and keep con-
trol of the case—not on behalf of the 
truly aggrieved but on behalf of the fat 
law firms who want to get fatter. There 
are only a handful of these firms, but 
that handful has been a plague, that 
handful has kept the securities indus-
try from doing what it does best, which 
is to provide capital for jobs, provide 
creativity, let firms experiment, let 
them go forward, let them do what 
they can do best without being unduly 
harassed. 

For those who break the law, for 
those who commit fraud, we have kept 
a strong SEC presence at every turn. 
We have provided that those who truly 
commit fraud will have no way out, 
whether it be through the so-called aid-
ing and abetting, although, if you 
knowingly commit, you are not an 
aider and abettor, you are a perpe-
trator under this act and will be held 
liable. 

I yield the floor. 

Mrs. BOXER addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from California is recognized. 
Mrs. BOXER. Mr. President, I lis-

tened very carefully to my chairman, 
and I have to tell you I did not hear 
him give me any reasons to be against 
this amendment. He said this amend-
ment protects lawyers. Well, I have 
news. If I wanted to do that, I would 
have just struck this whole section 
which other colleagues had wanted to 
do, but I did not do that. I said yes, I 
think my chairman has a point. We 
ought to look at the largest investor, 
and we have put it in here very clearly 
so the judge can consider the larger in-
vestor. 

So I really take exception to the fact 
that this is keeping business as usual. 
We are not keeping business as usual. 
And my friend does not address the 
point of the examples that we gave on 
the Keating case, the examples we gave 
on the Avon case, where the largest in-
vestor happens to be involved in a 
sweetheart deal which never could have 
been discovered by the time the attor-
ney was appointed. 

Now, I agree with my friend, if you 
are talking about a pension plan, that 
is fine; that pension plan would prob-
ably be appointed under the Boxer 
amendment, because if the pension 
plan comes on board and is one of the 
plaintiffs and files a suit and holds out 
and does not agree with the appoint-
ment of the lead plaintiff, then the 
pension plan would go before the judge 
and, under the Boxer language, no 
doubt would be selected. 

So I have not heard my friend argue 
against the basic premise of the Boxer 
amendment, which is this: Just be-
cause you are the richest does not 
make you the best. Just because you 
are the richest does not mean that it is 
fair to appoint you as the lead plain-
tiff. I do not think anything my friend 
said really attacks the basic premise of 
the Boxer legislation. 

Now, I have to say that my friend 
talks about this bill as if it is sup-
ported by the SEC. I have the latest 
comments of the SEC. Yes, they sup-
port certain parts of the bill, as do I, 
and as does my ranking member and 
the Senator from Nevada. But it has a 
number of problems. And they raise the 
issue of lead plaintiff, and they say this 
could have merit but there are some 
unintended consequences here. And I 
would say that the Senator from Cali-
fornia, the Senator from Maryland, and 
the Senator from Nevada are raising 
these unintended consequences. We 
will continue to do that tomorrow 
when we have our time, when Senator 
BINGAMAN has asked me for some time. 

Mr. President, again, there are law-
yers on both sides of all of these issues. 
There are lawyers on both sides. So to 
me, what is important is, who is 
against this bill? Virtually every con-
sumer organization in America: com-
munity colleges, the Association of Re-
tired Persons, the American Bar Asso-
ciation, the American Council on Edu-

cation, the Association of the Bar of 
the City of New York, the Association 
of Jesuit Colleges and Universities, 
Citizen Action. And I mentioned the 
consumer’s groups: the Consumer 
Union, Consumers for Civil Justice, 
Consumer Federation of America, 
Council of Independent Colleges, the 
Fraternal Order of Police, Inter-
national Association of Machinists and 
Aerospace Workers, Investor’s Rights 
Association of America, Municipal 
Treasurer’s Association of the United 
States—and Canada, I might add—the 
National Association of County Treas-
urers and Officers, the National Asso-
ciation of State Universities and Land 
Grant Colleges, and National Council 
of Senior Citizens. I read the letter 
from the California branch of that 
group today. They said it is the most 
antisenior citizen piece of legislation 
to come before the Congress in years. 
There is the North American Securities 
Administrators. And it goes on and on. 

So I hope that some of these amend-
ments will be voted up. 

Mr. SARBANES. Will the Senator 
yield? 

Mrs. BOXER. I am glad to yield. 
Mr. SARBANES. I want to agree with 

the Senator from California when she 
said that nothing the Senator from 
New York said really negates her 
amendment. I think she is absolutely 
right. What we just saw was another 
example of what is taking place in the 
course of considering this legislation. 
An amendment was offered, which is 
focused fairly narrowly in its scope, di-
rected at correcting a flaw in the legis-
lation that is before us. The counter 
argument that then is made to the 
amendment is the whole universe. We 
go right back to the basic argument 
that, well, something is amiss here and 
we need to correct it. We have con-
ceded we want to correct some things. 
But how far should the correction go? 
If you overcorrect, you are creating an-
other problem. 

Now, the problems the Senator from 
New York referred to when he cited the 
so-called professional plaintiffs—there 
are provisions in the bill to get at 
those. This amendment does not touch 
those provisions. There is a provision 
called no bonus to the named plaintiff, 
which has been going on, which we do 
not think ought to be happening. The 
lawyer cannot pay brokers for referring 
clients. That is in this bill. That is 
going to be prohibited. No one is seek-
ing to take that provision out. Requir-
ing the plaintiff to file a sworn certifi-
cate that he did not buy the stock in 
order to file the lawsuit, and requiring 
notice to class members that the law-
suit has been filed, they can ask the 
judge to take over the suit. 

Those are all provisions designed to 
get at the kind of problem which the 
Senator from New York cited. 

Now, the amendment of the Senator 
from California addresses a different 
issue. Those professional plaintiffs can 
be knocked out by all of those provi-
sions that I am talking about. The 
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question now comes down to whether, 
when you pick the lead plaintiff, you 
ought to establish this presumption. 
And as the Senator says, it is sup-
posedly a rebuttable presumption; but 
if you read carefully, it amounts to an 
irrebuttable presumption that it ought 
to be the wealthiest plaintiff. 

I want to commend the Senator for 
offering this amendment. She does not 
preclude giving it to the party with the 
largest financial interest. In fact, it is 
permitted for the judge to consider 
that as one of the factors to be 
weighed. But it is not made the sort of 
dominant factor. I think it would bring 
a much greater balance and equity to 
the problem of selecting the lead plain-
tiff. 

All of the horror stories that were 
outlined by the Senator from New 
York are addressed by other provisions 
that are in the legislation. Those are 
provisions that we are not seeking to 
amend in the consideration of this leg-
islation. 

Mrs. BOXER. I thank the ranking 
member again for his support on this. 
As a matter of fact, I say to my friend 
and my chairman that we say, first and 
foremost, the judge should look at the 
financial interests of the parties. So 
we, by virtue of listening, at first say 
absolutely it ought to be looked at. I 
agree, if it is a pension plan and there 
are no conflicts and all the rest, that 
would be fine. We are trying to protect 
small investors from a situation that 
actually would have developed in the 
Keating case and developed in the Avon 
case, where the largest investor had a 
clear conflict of interest, and you know 
that can only lead to injustice. I am 
putting it mildly. 

Again, I make a plea to my col-
leagues to look at these amendments 
as they come before us, because I am 
just concerned that if this moves for-
ward in the condition it is in, we are 
going to be revisiting it. 

I urge my colleagues to be on the side 
that I think is the appropriate side, 
which is fairness, justice for individual 
investors, who may have their whole 
life, in a way, tied up in these invest-
ments. 

My friend from New York, in his 
way—and he is very strong in his be-
liefs, and I respect that—said it is the 
fat cats that are being protected in the 
Boxer amendment. Well, that is laugh-
able. The bill says the richest investor 
shall be the lead plaintiff. What the 
Boxer amendment says is, well, maybe 
sometimes. But there is nothing inher-
ently god-like about the richest person. 
I think we should respect those who 
may not be rich but who are hanging 
on everything we do—maybe not to-
night because maybe they cannot fol-
low the argument—but believe me, if 
they are unfortunate and they have an 
experience like the Keating people did, 
they will be hanging on everything we 
did. 

Mr. SARBANES. I want to say to the 
Senator that the assertion of making 
the argument is that the pension funds 

are going to come forward in order to 
be the lead plaintiff. The fact of it is 
that, as the bill is written, there is 
nothing that assures that the pension 
funds will come forward. In fact, pen-
sion funds have been notorious for 
hanging back in terms of being the lead 
plaintiff. 

So when this proposition is put for-
ward in the legislation and it is then 
asserted or interpreted that this means 
the pension funds will come forward to 
be the lead plaintiff, there is no reason 
to suppose that will be the case. In 
fact, the lead plaintiff may well be an 
investor with a great financial interest 
in the litigation who has ties to man-
agement. 

Mrs. BOXER. Right. 
Mr. SARBANES. As exactly hap-

pened in the Keating case, as I under-
stand the Senator from New York, or 
as other interests that may be different 
from the broad range of the class mem-
bers. 

So it is very important to understand 
that. I think the Senator from Cali-
fornia, as I understand it, in effect, has 
said, let all the plaintiffs decide 
amongst themselves, or, alternatively, 
let the judge decide; and the judge, in 
deciding, should consider this list of 
factors. But it is up to the judge to 
make the decision. So you do not try 
to predetermine the outcome, as I 
think has been done in the legislation 
before us. 

Mrs. BOXER. Mr. President, how 
much time is remaining? 

The PRESIDING OFFICER. The Sen-
ator from California has 5 minutes 46 
seconds. 

Mrs. BOXER. I retain that time. 
Mr. D’AMATO. Mr. President, the 

hour is growing late and I do not in-
tend to use all of my time. 

Let me first make an observation 
that the person or entity who has the 
greatest financial interest, does not 
necessarily mean rich people. It does 
not mean that we want a fat cat. 

Indeed, if we are talking about some-
one who is acting as a manager, we are 
talking about a class of people who, for 
the most part, are exactly the people 
who I would presume my colleague 
from California is interested in pro-
tecting, those people who have lost 
their entire investment portfolio, their 
401 K., or their IRA. They are the peo-
ple who I am concerned about. 

Now, this amendment, if passed 
would knock out one of the most crit-
ical provisions of S. 240. We call it the 
most adequate plaintiff. Who is the 
most adequate plaintiff for the class? 
One of the areas of abuse which was 
pointed out time and time again was 
the strike suit lawyers who file these 
class actions by racing to the court-
house to file a complaint and using a 
whole host of professional plaintiffs to 
file the lawsuit. 

I have to believe that the lawyer will 
continue to encourage that. Right now, 
an entrepreneur lawyer can draft a 
complaint, select one of his many 
ready prepared plaintiffs, and I have 

read the list, and race off to the court-
house to file the complaint. Nine out of 
ten times the first lawyer who arrives 
at the courthouse with the complaints 
in hand will be chosen to represent the 
rest of the class. This is the lucrative 
race that lawyers stand to make be-
tween 30 to 35 percent of multimillion 
dollar coerced settlements. Do we want 
to continue that or do we want to stop 
that practice? Nine out of ten times 
the so-called named plaintiff has no 
idea that the suit has been filed. My 
colleague has not put any provisions in 
her amendment that will stop that 
race. We have. We have. 

The professional plaintiff has no idea 
what is in that complaint, never mind 
pretending that this is the type of lead 
plaintiff who actually is aggrieved. 
They are not aggrieved. They have 
been working in cahoots with a cast of 
characters who are defrauding the pub-
lic. 

This is not the way our legal system 
should work. Plaintiffs who have been 
harmed, or have been defrauded should 
be able to file lawsuits to recover dam-
ages. Professional plaintiffs should not 
be allowed to clog up this system. S. 
240 contains a provision to take care of 
these pernicious problems. It attempts 
to allow institutional investors who ac-
count for 51 percent of the market and 
who manage $4.5 trillion of pension 
funds to serve as lead plaintiffs. Maybe 
they have not served in this capacity 
before because they have not had a 
chance, because they have not been 
fast enough to race into the courthouse 
and they only read about the lawsuits 
after they are filed and lead counsel 
has been appointed. Make no mistake 
about it, and it is not the intention of 
my colleague to bring this about, but 
this amendment will help perpetuate 
this system—the race to the court-
house. 

By giving institutional investors an 
opportunity to more fully control and 
be involved in litigation, the class will 
have meaningful representation. We 
will have an institutional representa-
tive who represents hundreds of thou-
sands of aggrieved parties control the 
case instead of someone who is looking 
for a quick buck and who is not helping 
the class but is helping himself. The 
members of the class can only wonder 
what happened when they get a check 
for 22 cents in the mail. I will tell you 
what happened, the lawyer made $8 
million and the class got 22 cents. Now, 
that is not right, but that is what is 
going on. 

Now, what about the selection of a 
person who has a great financial inter-
est or who represents the class that has 
the largest financial interest through a 
pension fund, an institutional investor. 

We say there will be a presumption, a 
rebuttable resumption, and if there is 
no deficiency, the court will choose the 
counsel who represents the largest fi-
nancial interest to lead the class. If 
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they do not meet the standards pursu-
ant to the Federal rules of civil proce-
dure, they will not be able to serve as 
lead plaintiffs. 

There are a number of those provi-
sions. Although the hour is late I will 
read a few of those Federal procedures. 

Prerequisites to a Class Action. One or 
more members of a class may sue or be sued 
as representative parties on behalf of all 
only if, first, the class is so numerous that 
joinder of all members is impractical; sec-
ond, there are questions of law or fact com-
mon to the class; third, the claims of de-
fenses of the representative parties are typ-
ical of the claims of defense of the class, and 
fourth, the representative parties will fairly 
and adequately protect the interest of the 
class. 

That is called for in law. 
The amendment offered today seeks 

to change the standard for selecting 
lead plaintiff. This amendment pro-
vides for those seeking to serve as lead 
plaintiff to decide unanimously who 
should serve as lead plaintiff. If there 
is no unanimous agreement, the court 
will pick the lead plaintiff based on 
certain factors. Those factors have 
nothing to do with the class. They are 
incredible. 

They talk about how many times you 
brought class action suits, what the 
legal work to date has been. It says ‘‘fi-
nancial interest in the relief sought,’’ 
and after that, it is just a critique of 
lawyers who have brought these ac-
tions. 

I cannot understand why we would 
put these considerations in—for the 
people to be chosen as the plaintiffs. I 
say this, because this was probably 
drafted by LeFrac and Company. 

Mrs. BOXER. Will the Senator yield 
to me? 

Mr. D’AMATO. No, I will not. I have 
listened patiently. 

The PRESIDING OFFICER. The Sen-
ator from New York has the floor. 

Mr. SARBANES. The Senator ought 
to yield to the author of the amend-
ment. 

Mr. D’AMATO. Section (B) is more 
interested in developing the qualities 
that one would look for as a lawyer, 
than the qualities of a good lead plain-
tiff. 

Now, let me say why I say that, and 
I mentioned it before: (B) after consid-
ering all relevant factors including but 
not limited to financial interest in the 
relief sought, the section I am con-
cerned with starts with work done to 
develop and prosecute the case. 

Well, that the plaintiff is not doing. 
That plaintiff is not developing and 
prosecuting the case. ‘‘The quality of 
the claim.’’ The plaintiff has not 
brought this claim; a lawyer brings the 
claim on behalf of these plaintiffs, it is 
up to the lawyer to assess the quality 
of the claim. 

‘‘Prior experience’’—listen to this— 
that is why I say I believe this is the 
lawyer’s protection amendment. ‘‘Prior 
experience representing classes.’’ That 
does not seem to me to be looking out 
for the small investor. That seems to 
me to be selecting a lawyer. Why 

should a small investor interested in 
representing the defrauded class have 
prior experience representing classes, 
unless he is a professional plaintiff. 
That is why I ask, how did this amend-
ment come about? 

I do see some good criteria in this 
amendment, possible conflicting inter-
est. That is excellent. And, exposure to 
unique defenses. That is in the legisla-
tion. The same thing we have. Also for 
lead plaintiffs to serve as lead plaintiff 
of the appointed plaintiff class. I might 
more adequately suggest it should say 
pick the lawyer, because in the final 
analysis, it is the lead plaintiff, it is 
the plaintiff who is assigned, who picks 
the lawyer. 

That is what I am concerned about. I 
am concerned about this amendment 
perpetuating the same scheme. Do I 
want to protect the little guy? Abso-
lutely. I have told my colleague that if 
there are ways—and we have cooper-
ated in the past to do this—to give 
greater protection to those who are ag-
grieved, I want to do it. 

That is one of the reasons we have 
entered, at my colleagues’ behest, the 
provisions giving the ability to those 
people who have $200,000 or less and 
who sustain up to 10 percent, the abil-
ity to recover their losses. We do not 
just shut the door on the little guy. 

My colleague mentioned a woman 
who lost $25,000 and had no recourse, 
this bill would provide to that person 
an opportunity to recover those funds. 

I yield the floor. 
Mrs. BOXER addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from California is recognized. 
Mrs. BOXER. Mr. President, I find it 

really incredible that my friend would 
say that this language is the lawyer 
protection act when, in fact, three of 
the six requirements that the judge has 
to look at are requirements that came 
from your side of the argument; name-
ly they should look at the financial in-
terests. In other words, whom is the 
biggest investor? That is my friend’s 
point. We put it in here first. He is tell-
ing me that the lawyers whom he 
names want that in this bill? I tell you 
‘‘no.’’ 

So I cannot understand how my 
friend could tell me that this section is 
the lawyers protection act when I put 
in as the first requirement a very im-
portant concept that comes from the 
opposing side. Maybe my friend wants 
to sit and talk to me about what he 
would accept that the judge could look 
at. If my friend from New York is will-
ing, I would take out some of these, if 
he finds them objectionable, if he will 
support me on this. No one wrote this 
but me. Did I ask for help from my 
staff? You bet. I am not a lawyer. I 
have to make sure. 

To me it sounds reasonable to think 
that the quality of the claim is impor-
tant; that the arguments are laid out 
well. But if my friend thinks that is 
not a good thing and he will support 
me, I will take out those things he 
finds objectionable in a New York 
minute. I would do it. 

So, tomorrow we finish this argu-
ment up. It is getting awfully late. 
Even I am losing my will to argue at 9 
at night. So I would, at this time, be 
very happy to yield back my time, ex-
cept if my ranking member wanted to 
make a few closing remarks, and I look 
forward to picking this debate up in 
the morning. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Who 

seeks recognition? 
Mr. D’AMATO. Mr. President, might 

I inquire of time remaining to both 
parties? 

The PRESIDING OFFICER. The Sen-
ator from New York retains 27 minutes 
and 45 seconds. The Senator from Cali-
fornia has 31⁄2 minutes remaining of her 
time. 

Mr. D’AMATO. Mr. President, I do 
not intend to use much of my time. I 
think I have made my point. I think we 
both made our points. 

I believe as an unintended con-
sequence—because I do believe my 
friend, the Senator from California, is 
interested in trying to protect small 
investors, particularly senior citizens 
—this amendment would not be a serv-
ice to them. It would continue the race 
to the courthouse. 

I find particularly difficult to accept 
that part of the amendment on page 3 
starting at line 13, ‘‘work done to de-
velop and prosecute the case, the qual-
ity of the claim, prior experience rep-
resenting classes.’’ That is absolutely 
the kind of language that suggests to 
me this amendment will continue the 
race to the courthouse. 

If my friends and colleagues find 
ways to deal with an admitted concern 
of the Securities and Exchange Com-
mission, who, for the most part is 
strongly supportive of what we are at-
tempting to do in this bill, but recog-
nizes that there are problems in the 
system, I will be happy to work with 
them. I might call to the attention of 
my colleagues a letter from the SEC, 
and I believe my distinguished ranking 
member, Senator SARBANES, has al-
ready called this letter to our atten-
tion: 

One provision of Section 102 requires the 
court generally to appoint as lead plaintiff 
the class member that has the largest finan-
cial interest in the case. While this approach 
has merit, it may create additional litiga-
tion concerning the qualifications of the lead 
plaintiff, particularly when the class mem-
ber with the greatest financial interest in 
the litigation has ties to management or in-
terests that may be different from other 
class members. 

I hope in the managers’ amendment 
we might be able to address that con-
cern with some language. That is a 
concern I think many of us have. It 
would be good to clarify that all pos-
sible conflicts under all cases must be 
avoided. 

We have to be careful because you do 
not want to unintentionally open the 
door to a different unintended con-
sequence. Certainly I would have to 
strongly oppose my friend’s legislation 
as it presently stands, because it would 
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continue, as I see it, the race to the 
courthouse. 

Let me say this, if my colleague from 
California is prepared to yield her 
time, I will yield all of my time. 

I yield. 
Mrs. BOXER addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from California. 
Mrs. BOXER. Mr. President, I only 

have 3 minutes left. I want to make a 
point. This section deals with the 
plaintiffs. It does not deal with the 
lawyers. And the way I read it, if there 
has been a repeat of a plaintiff, the 
judge can throw out that plaintiff. So, 
my friend cites a section that deals 
with plaintiffs, not with lawyers. 

His other point about a rush to the 
courthouse. If he thinks this Senator 
has a bill that is a rush to the court-
house, we took the language out of his 
bill. Mr. President, 90 days they have 
to file in a newspaper of general cir-
culation. It is boilerplate language. It 
is the same exact timeframe as my 
friend from New York has. He says I 
am rushing to the courthouse, then he 
is rushing to the courthouse. 

Again I have to say I know my friend 
vociferously opposes this. But I have 
not heard anything that makes me feel 
he has undermined my basic argument. 
If he wants to work on language I am 
happy to work on language. 

I yield to my friend from Maryland. 
Mr. SARBANES. If the Senator will 

yield, one of the provisions that the 
Senator from New York pointed to, 
that the Senator has listed, prior expe-
rience representing classes, could be 
used by the judge to disqualify plain-
tiff, not to qualify the plaintiff. The 
very plaintiffs you have cited who you 
said have represented—I do not know, 
seven times or whatever the number 
was—who were just buying professional 
plaintiffs. 

Mr. D’AMATO. Fourteen. 
Mr. SARBANES. All right, fourteen. 

He could be ruled out by the judge by 
considering that factor. It says, ‘‘after 
considering all relevant factors includ-
ing prior experience representing class-
es.’’ That could be a negative factor as 
well as a positive factor. It is up to the 
judge. That is the very thing you would 
argue to the judge. 

You would say to the judge, ‘‘This 
person should not be the lead plaintiff. 
He has fourteen instances of doing this. 
He is just playing a game with you.’’ 

And the judge would say, ‘‘Oh, yes, 
you are right. And under the Boxer 
amendment I am entitled to consider 
that factor, prior experience rep-
resenting classes, and considering that 
factor I am not going to make this per-
son the lead plaintiff.’’ 

The Senator from California has in 
effect taken one of your contentions 
and put it in her amendment. 

Mrs. BOXER. Yes. Yes. The Senator 
from Maryland is correct. Because this 
section does not talk about lawyers, it 
talks about the plaintiffs. 

Mr. SARBANES. It does not say posi-
tively or negatively. That is for the 
judge to weigh. 

Mr. D’AMATO. Mr. President, if I 
might? 

The PRESIDING OFFICER. The Sen-
ator from New York is recognized. 

The Senator from California retains 
38 seconds. 

Mr. D’AMATO. I have to tell you that 
is one of the most novel, interesting, 
intriguing arguments I have ever 
heard. 

Mr. SARBANES. It is right there in 
black and white. 

Mr. D’AMATO. I want to salute and 
take my hat off to my friend from 
Maryland for putting that twist on. 
Certainly, it is a stretch to read this as 
a disqualification. All relevant factors 
including but not limited to financial 
interest, work done, prosecution of 
case, quality of the case, prior experi-
ence. I suggest no one could really in-
terpret this literally and say to the 
judge, ‘‘You should disqualify someone, 
if they have been in on two or three or 
four of these cases, from being consid-
ered as lead plaintiffs, or taking their 
vote or their determination, because 
they are professionals and have been 
doing it for years.’’ 

I have to agree with my colleague, 
could the judge do it? Sure. But I have 
not seen a judge exercise that kind of 
right to interpretation. Of course we 
have not passed this bill. But that cer-
tainly is unique and novel as an inter-
pretation. I have to tell my colleague, 
‘‘I could have some support for this 
amendment—and maybe we should put 
this provision in a managers’ amend-
ment—if it said we are going to look 
expressly at the qualifications to see 
that there are not professionals leading 
the class.’’ 

Of course, how do you really tell? 
You get into how do you define who 
‘‘professional plaintiffs’’ are? There 
may be some people we classify as gad-
flies who bring these suits, not because 
they have been prompted by somebody 
but because they want to do what is 
right, to bring the case, maybe they 
have been aggrieved, maybe they do 
not have a great financial stake, but 
they think others have been aggrieved. 

It is, I think, stretching—even be-
yond that limit to which most of us 
stretch, including this Senator at 
times—the credibility of this argu-
ment, to suggest you are really telling 
the court to look and see whether or 
not this person has been involved in 
multiple suits and therefore should be 
dropped. 

I find that difficult to interpret in 
that manner. But I do say ‘‘It is novel. 
It shows great dexterity.’’ And it 
shows, I believe, why we should not 
even get involved in this. 

Mrs. BOXER. In my 38 seconds, Mr. 
President—— 

The PRESIDING OFFICER. The Sen-
ator from California is recognized. 

Mrs. BOXER. In this section the Boxer 
amendment lists 6 things. They are 
neither positive nor negative. My 
friend seems to think financial interest 
is a relief sought as a positive. I would 
think it is a negative. I could change it 

to the number of times the plaintiff 
has represented a class. I am well 
meaning here. This section does not re-
late to lawyers. Even though my friend 
said it did does not make it so. Just 
read it. It has to do with who the lead 
plaintiff is. 

If my friend is serious, we could work 
this out. We could have a good amend-
ment. We could agree to it. We could 
pass it, and we could I think prevent a 
real problem from developing out there 
when we find ourselves in a situation 
where a co-defendant winds up as a 
lead plaintiff. I think that would be 
dangerous. 

I yield the floor. 
Mr. D’AMATO. Mr. President, I am 

very serious. If we cannot read this 
amendment to say financial interest 
and relief sought should be considered, 
what are we talking about? If work 
done to be developed and prosecute the 
case is considered—I mean you can ob-
viously say, ‘‘Well, was there a lot of 
work done, or was not their work 
done?’’ But is that something obvi-
ously that should be taken into consid-
eration? The quality of the claim—are 
we to say it is good quality? These are 
determinative factors that we will 
make. Are we using the English lan-
guage or turning it upside down? Are 
we back to Alice in Wonderland now? I 
mean really, maybe the hour is late. 
But to suggest that by writing ‘‘prior 
experience representing a class’’, one 
would really say we are calling upon 
the judge to limit those people who 
serve often, if there have been those 
who have been representing a class 
over and over and in other suits, that 
would disqualify them. I think that is 
rather preposterous. If that is what the 
intent is, then we will need to spell it 
out. Maybe we should have spelled this 
out when we forth this legislation. But 
certainly, as I see it, it is difficult to 
believe that is the intent of this par-
ticular amendment. 

Mr. SARBANES. If the Senator will 
yield, I mean the way the amendment 
is written it is absolutely neutral in 
terms of whether the judge shall con-
sider the factor positively or nega-
tively. It only says these are factors to 
be looked at, and the judge upon look-
ing at the factor could weigh in a posi-
tive way or weigh it in a negative way. 
I mean I think the Senator has tried 
very hard to just lay out some items 
the judge should look at. The Senator 
tried in arguing against it to read it a 
certain way. But the amendment does 
not read a certain way. It is very clear 
on the face of the amendment. 

Mr. D’AMATO. My friend and col-
league, as I read it, these are condi-
tions that the court will look at in 
making a determination. They are 
going to consider these factors. It says 
it quite clearly. We could argue about 
whether or not they should take them 
into consideration. Reasonable people 
can disagree. 

Mr. SARBANES. Will the Senator 
say this amendment with respect to 
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considering financial interest in the re-
lief sought—is that a plus or a minus? 

Mr. D’AMATO. It is something that 
has to be considered. Obviously, it 
would seem to me that we should select 
someone who had a financial stake. 
That would be a factor, a positive fac-
tor. If something had been done in de-
veloping work, that would be a positive 
factor, and prior experience and expo-
sure to unique defenses would be a 
positive factor. Why would you other-
wise put these in the amendment? 
Then possible conflicts of interest, we 
read that as a negative factor, obvi-
ously. I think though that we go be-
yond. 

We have had a good debate on this. I 
am prepared to yield back the balance 
of my time, and we can take this up to-
morrow morning. 

Mr. President, I yield the remainder 
of my time. 

f 

MORNING BUSINESS 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that there now be a 
period for the transaction of routine 
morning business with Senators per-
mitted to speak therein for up to 5 
minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

MESSAGES FROM THE PRESIDENT 

Messages from the President of the 
United States were communicated to 
the Senate by Mr. Thomas, one of his 
secretaries. 

f 

EXECUTIVE MESSAGES REFERRED 

As in executive session the Presiding 
Officer laid before the Senate messages 
from the President of the United 
States submitting sundry nominations 
which were referred to the appropriate 
committees and a treaty. 

(The nominations received today are 
printed at the end of the Senate pro-
ceedings.) 

f 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with 
accompanying papers, reports, and doc-
uments, which were referred as indi-
cated: 

EC–1118. A communication from the Sec-
retary of Transportation, transmitting, pur-
suant to law, the Department’s fiscal year 
1994 report on environmental compliance and 
restoration; to the Committee on Commerce, 
Science and Transportation. 

EC–1119. A communication from the Dep-
uty Associate Director for Compliance, Min-
erals Management Service, Department of 
the Interior, transmitting, pursuant to law, 
notice of the intention to make refunds of 
offshore lease revenues where a refund or 
recoupment is appropriate; to the Com-
mittee on Energy and Natural Resources. 

EC–1120. A communication from the Dep-
uty Associate Director for Compliance, Min-
erals Management Service, Department of 

the Interior, transmitting, pursuant to law, 
notice of the intention to make refunds of 
offshore lease revenues where a refund or 
recoupment is appropriate; to the Com-
mittee on Energy and Natural Resources. 

EC–1121. A communication from the Assist-
ant Legal Adviser for Treaty Affairs, Depart-
ment of State, transmitting, pursuant to 
law, the text of international agreements 
other than treaties entered into by the 
United States on April 20, 1995; to the Com-
mittee on Foreign Relations. 

EC–1122. A communication from the Dis-
trict of Columbia Auditor, transmitting, pur-
suant to law, a report entitled ‘‘Implementa-
tions of the Government Managers Account-
ability Act of 1995 and the Merit Personnel 
Law’’; to the Committee on Governmental 
Affairs. 

EC–1123. A communication from the Dis-
trict of Columbia Auditor, transmitting, pur-
suant to law, a report entitled ‘‘Fiscal Year 
1992 Annual Report on Advisory Neighbor-
hood Commissions’’; to the Committee on 
Governmental Affairs. 

EC–1124. A communication from the Fed-
eral Co-Chairman of the Appalachian Re-
gional Commission, transmitting, pursuant 
to law, the semiannual report of the Inspec-
tor General for the period October 1 through 
March 31, 1995; to the Committee on Govern-
mental Affairs. 

EC–1125. A communication from the Sec-
retary of Defense, transmitting, pursuant to 
law, the semiannual report of the Inspector 
General for the period October 1 through 
March 31, 1995; to the Committee on Govern-
mental Affairs. 

EC–1126. A communication from the Direc-
tor of the Office of Personnel Management, 
transmitting, pursuant to law, the semi-
annual report of the Inspector General and 
the Management Response for the period Oc-
tober 1, 1995 through March 31, 1995; to the 
Committee on Governmental Affairs. 

EC–1127. A communication from the Chair-
man of the Council of the District of Colum-
bia, transmitting, pursuant to law, copies of 
D.C. Act 11-63; to the Committee on Govern-
mental Affairs. 

EC–1128. A communication from the Chair-
man of the Council of the District of Colum-
bia, transmitting, pursuant to law, copies of 
D.C. Act 11–64; to the Committee on Govern-
mental Affairs. 

EC–1129. A communication from the In-
spector General of the Board for Inter-
national Broadcasting, transmitting, pursu-
ant to law, the semiannual report of the In-
spector General for the period October 1, 1994 
through March 31, 1995; to the Committee on 
Governmental Affairs. 

f 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu-
tions were introduced, read the first 
and second time by unanimous con-
sent, and referred as indicated: 

By Mr. WARNER: 
S. 965. A bill to designate the United 

States Courthouse for the Eastern District of 
Virginia in Alexandria, Virginia, as the Al-
bert V. Bryan United States Courthouse; to 
the Committee on Environment and Public 
Works. 

By Mr. SIMPSON: 
S. 966. A bill for the relief of Nathan C. 

Vance, and for other purposes; to the Com-
mittee on the Judiciary. 

By Mr. LOTT (for himself, Mr. SMITH, 
Mr. SHELBY, Mr. BINGAMAN, Mr. 
HELMS, Mr. HOLLINGS, Mr. KEMP-
THORNE, Mr. LIEBERMAN, Mr. FAIR-
CLOTH, Mr. DOLE, Mr. INHOFE, Mr. 
WARNER, and Mr. MCCAIN): 

S. 967. A bill to provide a fair and full op-
portunity for recognizing with awards of 
military decorations the meritorious and 
valorous acts, achievements, and service per-
formed by members of the Army in the Ia 
Drang Valley (Pleiku) campaign in Vietnam 
in 1965; to the Committee on Armed Services. 

f 

SUBMISSION OF CONCURRENT AND 
SENATE RESOLUTIONS 

The following concurrent resolutions 
and Senate resolutions were read, and 
referred (or acted upon), as indicated: 

By Mr. DOLE (for himself and Mr. 
DASCHLE): 

S. Con. Res. 18. A concurrent resolution au-
thorizing the Architect of the Capitol to 
transfer the catafalque to the Supreme Court 
for a funeral service; considered and agreed 
to. 

By Mr. PACKWOOD: 
S. Con. Res. 19. A concurrent resolution to 

correct the enrollment of the bill H.R. 483; 
considered and agreed to. 

f 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. WARNER: 
S. 965. A bill to designate the United 

States Courthouse for the Eastern Dis-
trict of Virginia in Alexandria, VA, as 
the Albert V. Bryan United States 
Courthouse; to the Committee on Envi-
ronment and Public Works. 
ALBERT V. BRYAN UNITED STATES COURTHOUSE 

ACT 

Mr. WARNER. Mr. President, I intro-
duce legislation to transfer the name of 
the Albert V. Bryan United States 
Courthouse to the New Federal court-
house in Alexandria, VA. 

The current Federal courthouse at 
200 South Washington Street in Alex-
andria, Virginia bears the name of one 
of Virginia’s most distinguished ju-
rists, Albert V. Bryan. 

My legislation simply ensures that 
when the new courthouse is opened it 
shall be known as the Albert V. Bryan 
United States Courthouse. 

Mr. President, the recognition of the 
many accomplishments and contribu-
tions of Judge Bryan to his chosen pro-
fession—the law—and to his commu-
nity is not a new matter for this body. 

On October 9, 1986, the Senate passed 
by unanimous consent S. 2890 to des-
ignate the Federal courthouse in Alex-
andria in honor of Judge Bryan’s life-
time of public service. Since 1987, the 
Alexandria courthouse has carried his 
name. 

Appointed to the U.S. district court 
in 1947 by President Truman and pro-
moted to the appeals court by Presi-
dent Kennedy in 1961, Judge Bryan de-
veloped a record as a legal conservative 
and a strict constructionist. He was 
known for his tolerance on the bench, 
demonstrating reluctance to cut off 
lawyers in mid argument, and reacting 
sternly to those who flouted his judi-
cial orders. 

Throughout his 37 years on the Fed-
eral bench, Judge Bryan was known to 
be fair, firm, and thorough. His was a 
low-key personality, his demeanor 
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marked by modesty, politeness and 
courtliness spiked with a good dose of 
dry wit. Chief Judge Harrison L. Win-
ter of the Fourth Circuit Court of Ap-
peals once remarked that Judge Bryan 
represented ‘‘old Virginia at its very 
best.’’ 

Judge Bryan’s renowned wit was fur-
ther evidenced in his dislike of pom-
posity. He worked diligently to ensure 
that his writings were clean and pre-
cise, often laboring lengthily to iden-
tify the exact wording he sought. Once, 
seeking a simple synonym for ‘‘grava-
men,’’ the essential part of a legal 
complaint, he rejected such complex-
ities as ‘‘quintessence,’’ settling in-
stead on the word ‘‘nub.’’ 

Born in 1899, Judge Bryan grew up in 
Alexandria just one block from the 
courthouse where he would later pre-
side. He attended Alexandria public 
schools, then distinguished himself at 
the University of Virginia and, ulti-
mately, its law school. He is said to 
have taken great pride in having been 
named rector of the university in later 
life. 

Returning to Alexandria in 1921, he 
became something of a fixture in the 
city. He was comfortable riding the bus 
to his west end home, and he was fre-
quently seen taking lunch in modest, 
small restaurants near the courthouse. 

A conservative on racial issues, 
Judge Bryan, while a district court 
judge, ordered that four black students 
be enrolled in Arlington’s all-white 
Stratford Junior High School in 1958. 
The students’ admission the following 
February marked the first day of de-
segregation in Virginia. He also served 
on the Federal judicial panel that or-
dered racial integration for Prince Ed-
ward County’s public schools. The 
Prince Edward case later became part 
of the Supreme Court’s historic Brown 
versus Board of Education decision. 

In 1969, Judge Bryan and two addi-
tional appeals judges struck down Vir-
ginia’s tuition grant program—the last 
vestige of massive resistance to inte-
gration. One year later, he gained con-
siderable notice when he rejected an 
appeal by Yippie leader Jerry Rubin, 
sending the Vietnam protestor to jail 
for 30 days for disorderly conduct dur-
ing a 1967 demonstration at the Pen-
tagon. 

Judge Bryan is credited with writing 
322 opinions as a circuit judge and an 
additional 18 opinions while he was a 
district judge. He was reversed in only 
four cases—a dramatic record which 
few could equal. 

Judge Bryan’s accomplishments are 
perhaps best summarized by the com-
ments made at the original courthouse 
dedication in 1987, by Supreme Court 
Justice Lewis Powell, Jr. 

He was indeed an exceptionally able 
and scholarly judge. Every lawyer who 
ever argued a case before the fourth 
circuit court was happy to find Judge 
Bryan had been assigned to the panel. 

Judge Powell also quoted a beautiful 
tribute to Judge Bryan made by Chief 
Judge Harrison Winter at the Fourth 

Circuit Judicial Conference: ‘‘Albert 
Bryan was a man to love, a man to re-
spect, and a man to emulate.’’ 

The new Federal courthouse in Alex-
andria will be located at Courthouse 
Square South and Jamieson Avenue. 
My legislation provides that when this 
facility is completed it shall be known 
as the Albert F. Bryan Courthouse. 

By Mr. SIMPSON: 
S. 966. A bill for the relief of Nathan 

C. Vance, and for other purposes; to the 
Committee on the Judiciary. 

NATE VANCE PRIVATE RELIEF ACT 
Mr. SIMPSON. Mr. President, I rise 

today to offer a bill for private relief of 
a citizen who has fallen victim both to 
the 1988 Yellowstone fires and to an in-
sensitive Government bureaucracy. 

The tragic Yellowstone ‘‘Mink’’ For-
est Fire of 1988 devastated Nathan 
Vance’s outfitting business when it 
burned through his Teton wilderness 
camp. The fire destroyed essential out-
fitting equipment, forcing Nathan 
Vance to cancel 12 prepaid trips and to 
forfeit valuable revenue from those 
trips. Mr. Vance incurred both equip-
ment replacement costs and lost rev-
enue, a deadly combination to a small, 
seasonal business with a small profit 
margin even in the best of times. This 
legislation would compensate him for 
the equipment losses he suffered—as 
the Congress had intended when it 
passed the original legislation fol-
lowing those tragic fires. 

That law, Public Law 101–302, author-
ized the Forest Service to settle cer-
tain personal damage claims from the 
1988 Yellowstone fires. Mr. Vance 
mailed his claim on August 19, 1990 to 
meet the August 23 deadline. Through 
no fault of his own, it took 5 business 
days for Nate Vance’s letter to travel 
from Wyoming to Utah—longer than it 
takes a letter to reach Washington, DC 
from San Francisco, CA. 

The Forest Service officially received 
the Vance claim less than 24 hours 
after the deadline. The Forest Service 
initially seemed unconcerned by the 
deadline and continued the claim proc-
ess by asking Mr. Vance to provide a 
detailed accounting of his lost equip-
ment and revenue. 

More than 3 months after the Forest 
Service received his accounting and ap-
peared ready to pay the claim, Mr. 
Vance was informed by a Forest Serv-
ice employee that his claim was invalid 
because of the missed deadline. Mr. 
Vance has since attempted to appeal to 
the Forest Service, but has been met 
with repeated refusals. 

Public Law 101–302 states the ‘‘Forest 
Service is directed to negotiate, com-
promise, and reach a determination on 
the original claims.’’ It is clear that 
the Forest Service failed to negotiate, 
to compromise, or reach a determina-
tion even when directly ordered by law 
to do so—all based on unusually slow 
mail service. The tragic combination of 
a devastating forest fire and Govern-
ment insensitivity has turned Mr. 
Vance’s life upside down. He is still 

struggling to pay the additional mort-
gages on his home and on the business 
assets he was forced to assume in order 
to continue his business. 

Nate Vance’s story is an unnecessary 
and an unintended inequity. Insensi-
tive Government actions contributed 
to his hardship through an unreason-
able and unresponsive process. We 
should not allow Government to forget 
that we are here to ‘‘serve’’ the people, 
not to impose unfair burdens upon 
them. 

This legislation will allow us to ease 
part of the unfair burden imposed on 
Nate Vance by requiring the Secretary 
to pay Mr. Vance $4,850 which is au-
thorized under section 1304—the judg-
ments, awards, and compromised set-
tlements section—of title 31 of the 
United States Code. This amount rep-
resents his equipment loss and is the 
amount that would have been approved 
if the postal service had taken 4 rather 
than 5 days to deliver his claim from 
Wyoming to its adjacent neighbor, 
Utah. 

By Mr. LOTT (for himself, Mr. 
SMITH, Mr. SHELBY, Mr. BINGA-
MAN, Mr. HELMS, Mr. HOLLINGS, 
Mr. KEMPTHORNE, Mr. 
LIEBERMAN, Mr. FAIRCLOTH, Mr. 
DOLE, Mr. INHOFE, Mr. WARNER, 
and Mr. MCCAIN): 

S. 967. A bill to provide a fair and full 
opportunity for recognizing with 
awards of military decorations the 
meritorious and valorous acts, achieve-
ments, and service performed by mem-
bers of the Army in the Ia Drang Val-
ley (Pleiku) campaign in Vietnam in 
1965; to the Committee on Armed Serv-
ices. 

IA DRANG VALLEY MILITARY AWARDS ACT 
Mr. LOTT. Mr. President, at 10:48 in 

the morning on November 14, 1965, 450 
men from the 1st Battalion of the 7th 
Cavalry hit the ground at Landing 
Zone X-Ray, Ia Drang Valley, Republic 
of Vietnam. Over the next 96 hours, the 
fighting men of the 1st Battalion 
joined by men from the 2nd Battalion 
of the 7th Cavalry, would engage the 
enemy—over 2,000 strong. At the con-
clusion of these 4 days of battle more 
than 230 Americans were dead and 240 
more were wounded. 

This engagement marked the first 
battalion-sized engagement of United 
States Army personnel with North Vi-
etnamese regulars. It was a hellish bat-
tle. Ground was seized. Ground was 
lost. Positions were overtaken, and 
counterattacks repulsed. The men who 
fought on that morning were stronger 
than the ground on which they fought. 
Theirs is a story of gallantry, victory, 
sacrifice—an example of human 
strength in the face of overwhelming 
odds and a numerically superior 
enemy. 

But unlike most significant military 
engagements, this time the military 
recognition for the numerous acts of 
bravery, sacrifice and dignified service 
to the flag of the United States has 
largely gone unrecognized. It is a 
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wrongful shame which should—and 
must—be undone, corrected and made 
right. 

Only 25 months before Lt. Col. Harold 
Moore led his troops into the teeth of 
battle at Landing Zone X-Ray, then- 
President Kennedy addressed the stu-
dents of Amherst College with these 
words: 

A nation reveals itself not only by the men 
it produces, but also by the men it honors, 
the men it remembers. 

Just 2 years after the President 
spoke these words, the fallen Ameri-
cans of the Ia Drang Valley, Pleiku 
campaign, and the men who served 
there in November 1965, discovered a 
void of silence and inaction from their 
government. It was a government 
which failed to heed the words of their 
President. The Nation’s leadership had 
failed to reveal itself—by remembering 
the men who served—by honoring the 
men who sacrificed. 

But nations also learn from history, 
and in learning are reminded. Now is 
such a time. From the pages of a book 
documenting the service of those who 
sacrificed in the Ia Drang Valley in No-
vember of 1965—a book entitled ‘‘We 
Were Soldiers Once . . . And Young’’— 
our Nation is reminded. Through this 
account we are now able to remember 
those who fought, who died, who gave 
and served. Once again, history re-
minds us of our obligation and respon-
sibility. And as we recognize this re-
sponsibility, the nation can go back 
and correct the failures of the past by 
honoring those very men who served. 

Today, I am introducing legislation 
directly aimed to honor the men who 
served, sacrificed, and in many cases 
died, in the Ia Drang Valley in the Re-
public of Vietnam in November 1965. 
Joining me as cosponsors in this effort 
are Senators SMITH, SHELBY, BINGA-
MAN, HELMS, HOLLINGS, KEMPTHORNE, 
LIEBERMAN, FAIRCLOTH, INHOFE, DOLE, 
WARNER, and MCCAIN. 

The bill we collectively introduce 
today has one singular goal: to ensure 
that the men who served in the Ia 
Drang Valley in November 1965 are not 
forgotten. Over the past 5 years, it has 
become clear that many who fought, 
sacrificed and died in the Pleiku cam-
paign in the Ia Drang were not recog-
nized for their deeds. In some instances 
individuals killed even failed to receive 
recognition for their sacrifice through 
the award of Purple Hearts. Our Nation 
can and should do better. 

Under existing law and regulation, 
the Department of Army refuses all 
award recommendations submitted 
after 2 calendar years. It is a restric-
tion callously enforced without regard 
to the very confluence of cir-
cumstances which precluded the assem-
bly of facts in the case of the men who 
led the first of the 7th into battle in 
the Ia Drang almost 30 years ago. 

After almost continuous fighting for 
the better part of 4 days, unit com-
manders lost hundreds of men. Ex-
hausted, they huddled under lanterns 
each night writing letters to parents 

and wives explaining the loss of their 
sons and husbands who died in battle. 
In many cases the only witnesses to 
the valor and sacrifice of Americans 
felled by combat were either dead or 
severely wounded—neither of which 
were available to document the acts 
which justify recognition. 

Over the intervening years, former 
commander in the Ia Drang and now 
retired Gen. Harold Moore, USA and 
Joseph Galloway, a UPI war cor-
respondent who was in the Ia Drang in 
November 1965, conspired to write the 
history of the men served in the Pleiku 
campaign. After conducting hundreds 
of interviews to research their book, 
they discovered that numerous acts of 
heroism, sacrifice, and valor went un-
recognized. Over the years efforts were 
made to convince the Department of 
Army to reconsider these men for mili-
tary awards. In each instance, these ef-
forts failed. 

On July 6, 1994, the Adjutant General 
of the U.S. Army wrote Brig. Gen. 
Henry Thorpe, USA, (retired)—himself 
commander of Delta Company, 2d Bat-
talion, 7th Cavalry in the Ia Drang in 
November 1965—to say: 

The Department of the Army has rigidly 
adhered to the rules pertaining to the two- 
year time limit and the only recourse avail-
able to recognize these soldiers is special legisla-
tion by Congress.’’ [emphasis added.] 

This bill seeks to fulfill the casual 
advice of the Adjutant General of the 
Army. While it is unfortunate that leg-
islative action is required to correct an 
oversight of the past 30 years, it should 
not be an insurmountable obstacle. The 
bill we introduce today removes the 
barricade erected by the Army, not by 
dictating the award of specific medals 
to individuals, but by directing the 
Army to waive the 2-year restriction 
and consider awards recommendations 
under existing Army criteria. 

Should my colleagues question the 
wisdom of this legislation, I rec-
ommend you read two letters I have re-
ceived from veterans of Ia Drang Val-
ley, Pleiku campaign. At this point, I 
request unanimous consent that two 
letters supporting this bill be inserted 
in the RECORD. The first letter is from 
Joseph Galloway and the other is from 
Jack Smith. 

Joseph Galloway was a 23-year-old 
war correspondent for United Press 
International when he accompanied 
elements of the 7th Cavalry into the Ia 
Drang Valley in November 1965. Thirty 
years later, his words ring in reverent 
tones as he describes the sacrifice of 
men lost, fallen comrades who served 
yet received no recognition. 

Jack Smith was an enlisted specialist 
in Charlie Company, 2d Battalion, 7th 
Cavalry. Today, Jack Smith is an ac-
complished journalist with ABC News. 
His account is perhaps more personal 
as the book describes his experiences 
on the afternoon of November 17, 1965, 
on a trail to Landing Zone Albany—the 
extraction point for a tired group of 
soldiers who had already faced the dan-
gers of battle and were weary from it. 

As you read these letters, I urge you 
to envision the faces of the hundreds of 
young men who fought, not so much 
out of fear, but out of duty, honor, and 
commitment to the men with whom 
they served. This is a history which de-
serves recognition. And this legislation 
deserves passage, so that our Nation 
can once again reveal itself by the men 
it honors and the men it remembers. 

I urge my colleagues to join me in co-
sponsoring this legislation and I yield 
the floor. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

U.S. NEWS & WORLD REPORT, 
Washington, DC, March 30, 1995. 

Hon. TRENT LOTT, 
U.S. Senate, Washington, DC. 

DEAR SENATOR LOTT: This letter is to ad-
vise that I fully and completely support the 
Bill which you are introducing to permit 
U.S. Army consideration of delayed awards 
recommendations for some individuals who 
fought in the Pleiku (Ia Drang) Campaign in 
the Central Highlands of South Vietnam in 
October and November, 1965. 

I was present on a number of those battle-
fields as a civilian war correspondent for 
United Press International, in the campaign 
which begin with the siege of Plei Me Special 
Forces Camp on 23 October, 1965, and ended 
with the tragic clash at Landing Zone Al-
bany, 17–18 November, 1965. 

I personally witnessed repeated acts of 
valor and sacrifice in three days and nights 
at Landing Zone X-Ray, 14–16 November, 
1965, and at that time assumed that such 
acts would in due course be recognized by 
the Army by appropriate awards of valor. 

It was not until Lt. Gen. (ret.) Hal Moore 
and I had begun the detailed interviews and 
research that would lead to publication of 
our book, ‘‘We Were Soldiers Once . . . and 
Young,’’ that we realized how many men had 
been completely overlooked, and why. 

There is, for instance, the tale of the two 
Charlie Companies, 1st Battalion and 2nd 
Battalion, 7th Cavalry. At LZ X-Ray on the 
terrible morning of 15 November, 1965, Char-
lie Company 1/7 Cavalry held the line for all 
of us against a full battalion of the 66th 
North Vietnamese Army Regiment, rein-
forced by another battalion of Main Force 
Viet Cong. The company began that morning 
with 5 officers and 107 men on its roster. By 
noon it had no officers and only 49 men left 
standing. A total of 42 officers and men had 
died and 20 more had been wounded in two 
and one-half hours of hand-to-hand combat. 
Yet they held the line and saved the rest of 
the battalion. 

Two days later, two and a half miles away 
at LZ Albany, Charlie Company, 2nd Bat-
talion 7th Cavalry began the day with 112 of-
ficers and men. By the following morning, 18 
November, there were only eight officers and 
men present and accounted for. All the oth-
ers were either dead, wounded or missing in 
action. The battalion had been ambushed in 
thick jungle and tall elephant grass; the 
company commanders had all been called to 
the head of the column and were not with 
their men. Of all the companies present, 
Charlie Company 2/7 died on its feet in a des-
perate charge into the muzzles of the ma-
chine guns trying to save the battalion. 
They died following the bravest of the brave, 
company executive officer Lt. Don C. 
Cornett, who died leading them. 

Who knows their stories? Who writes their 
award recommendations in the shock and 
immediacy of the moment when battalions 
are being loaded down with replacements and 
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the few surviving officers sit under gasoline 
lanterns in base camp tents, night after 
night, writing letters of condolence to the 
mothers and fathers, wives and children of 
those men? 

Three-hundred-six American soldiers and 
one U.S. Air Force pilot died in the Pleiku 
Campaign, in the first major battle of the 
Vietnam War between U.S. and North Viet-
namese Army regulars. Ours was a peacetime 
Army just getting it war legs under it—an 
Army without even a proper casualty notifi-
cation system. The families learned news of 
their loved one’s death from telegrams deliv-
ered by taxi drivers, often at 2 or 3 a.m. This 
was an Army still operating on peacetime 
awards policies, miserly and damned proud 
of being miserly when it came time to recog-
nize the soldier in the ranks. 

All these things conspired to insure that 
those men, living and dead, who had fought 
the first and bloodiest battle of a 10-year 
war, would in large measure find that their 
deeds went unrecognized. And, as for the 
thanks of a grateful nation, well, we all 
know how that song went. 

What I found in interviewing the survivors, 
my battlefield comrades, is that these are 
the most modest of men. They, each of them, 
seek nothing for themselves. But each will 
tell you how his closest buddy sacrificed his 
life to save another man. Or how the skinny 
young medic from Washington, D.C., tried to 
shelter the wounded with his body as enemy 
guns homed in on them. Or how Charles R. 
(Doc) Lose, the medic of the Lost Platoon (B 
Company, 1/7 Cavalry) at LZ X-Ray, used up 
all his bandages, all his morphine and then 
used c-ration toilet paper and strips torn off 
his own tee-shirt and somehow kept 13 badly 
wounded men alive for 26 harrowing hours 
under direct enemy fire. Only Doc Lose 
moved on that tiny knoll surrounded by the 
enemy, moving ceaselessly from man to 
man, tending his patients. During that time 
Doc Lose was himself wounded two times. 

So many of those who would have stepped 
forward to recommend awards for the heroic 
actions they had witnessed were wounded 
and evacuated to hospitals in the United 
States. Many others had only a few days left 
on their term of service in the Army when 
they emerged from the Ia Drang battles. 
They were processed out and put on planes 
bound for home and civilian life, beginning 
one or two days later. 

This legislation seeks no wholesales 
bemedalling of old soldiers for deeds long 
forgotten. It simply seeks an opportunity, a 
window, by which official Army awards 
channels can legally consider Ia Drang 
awards recommendations, properly drawn 
and properly endorsed by witnesses and the 
officers and non-commissioned officers of the 
units involved. It is a small opportunity to 
convey the country’s and the Army’s thanks 
and recognition to a few dozen men, living 
and dead, who did far more than simple duty 
demanded in the service of the United 
States. 

These men are America’s neighbors. They 
come from virtually every state in the 
Union. They are quiet and productive citi-
zens. I was proud to stand beside them in the 
Ia Drang Valley in 1965, and it is a great 
honor and privilege to stand up for them and 
the families who lost loved ones in these bat-
tles and urge favorable consideration of this 
legislation. 

Sincerely, 
JOSEPH L. GALLOWAY, 

Senior Writer. 

ABC NEWS, 
Washington, DC, April 3, 1995. 

Hon. TRENT LOTT, 
Russell Senate Office Building, Washington DC. 

DEAR SENATOR LOTT: As a decorated vet-
eran of the Battle of the Ia Drang Valley, 14– 

18 November, 1965, in the Republic of Viet-
nam, I strongly endorse your efforts to re- 
open the awards process for the men who 
fought in that major engagement and in the 
Pleiku Campaign (October-November, 1965) 
of which it was a part. 

It was at the Ia Drang that US soldiers 
fought their first pitched battle against 
North Vietnamese regulars. The 1st Cavalry 
Division (Airmobile) decisively defeated a 
North Vietnamese division in one of the 
fiercest clashes of the war. My company, C 
company, 2d Battalion, 7th Cavalry Regi-
ment, for instance, suffered 93% casualties. I 
was wounded twice, and am 20% disabled. (I 
am now a correspondent for ABC News in 
Washington, till recently on This Week with 
David Brinkley, and we have met.) 

The heroism of many deserving friends and 
fellow-Cav troopers was overlooked in the 
aftermath of the battle. Partly because of 
the terrible losses suffered by some US units 
and the Army’s consequent effort to sanitize 
the battle for public relations purposes, and 
partly because in many cases there were sim-
ply too few survivors to document the her-
oism that occurred in a timely fashion. 

Even though the Army is now understand-
ably reluctant to re-open the awards process 
for fear of being overwhelmed by a flood of 
frivolous claims, I believe the fears are 
groundless. No one is talking about the 
wholesale revision of awards, rather a long- 
overdue chance to allow consideration of de-
layed award recommendations for acts of 
heroism that went unreported at the time. 

The fighting was so ferocious, the action so 
important, and the valor of those who fought 
so exemplary that introducing a bill to do 
this, as you are doing, is a public service. It 
is an opportunity to convey the nation’s 
thanks to a few men who answered their 
country’s call and did more than duty de-
manded, but who afterwards were over-
looked. 

Yours sincerely, 
JACK SMITH, 

Correspondent. 

f 

ADDITIONAL COSPONSORS 

S. 324 

At the request of Mr. WARNER, the 
names of the Senator from Minnesota 
[Mr. GRAMS] and the Senator from 
North Carolina [Mr. HELMS] were added 
as cosponsors of S. 324, a bill to amend 
the Fair Labor Standards Act of 1938 to 
exclude from the definition of em-
ployee firefighters and rescue squad 
workers who perform volunteer serv-
ices and to prevent employers from re-
quiring employees who are firefighters 
or rescue squad workers to perform 
volunteer services, and to allow an em-
ployer not to pay overtime compensa-
tion to a firefighter or rescue squad 
worker who performs volunteer serv-
ices for the employer, and for other 
purposes. 

S. 483 

At the request of Mr. HATCH, the 
name of the Senator from California 
[Mrs. BOXER] was added as a cosponsor 
of S. 483, a bill to amend the provisions 
of title 17, United States Code, with re-
spect to the duration of copyright, and 
for other purposes. 

S. 582 

At the request of Mr. HATFIELD, the 
name of the Senator from South Da-
kota [Mr. PRESSLER] was added as a co-
sponsor of S. 582, a bill to amend title 
28, United States Code, to provide that 
certain voluntary disclosures of viola-
tions of Federal laws made pursuant to 

an environmental audit shall not be 
subject to discovery or admitted into 
evidence during a Federal judicial or 
administrative proceeding, and for 
other purposes. 

S. 585 

At the request of Mr. SHELBY, the 
name of the Senator from Colorado 
[Mr. BROWN] was added as a cosponsor 
of S. 585, a bill to protect the rights of 
small entities subject to investigative 
or enforcement action by agencies, and 
for other purposes. 

S. 594 

At the request of Mrs. BOXER, the 
name of the Senator from South Da-
kota [Mr. DASCHLE] was added as a co-
sponsor of S. 594, a bill to provide for 
the administration of certain Presidio 
properties at minimal cost to the Fed-
eral taxpayer. 

S. 678 

At the request of Mr. AKAKA, the 
names of the Senator from South Da-
kota [Mr. DASCHLE], the Senator from 
Washington [Mr. GORTON], and the Sen-
ator from Texas [Mrs. HUTCHISON] were 
added as cosponsors of S. 678, a bill to 
provide for the coordination and imple-
mentation of a national aquaculture 
policy for the private sector by the 
Secretary of Agriculture, to establish 
an aquaculture development and re-
search program, and for other pur-
poses. 

S. 684 

At the request of Mr. HATFIELD, the 
name of the Senator from Ohio [Mr. 
GLENN] was added as a cosponsor of S. 
684, a bill to amend the Public Health 
Service Act to provide for programs of 
research regarding Parkinson’s disease, 
and for other purposes. 

S. 830 

At the request of Mr. SPECTER, the 
name of the Senator from Wisconsin 
[Mr. KOHL] was added as a cosponsor of 
S. 830, a bill to amend title 18, United 
States Code, with respect to fraud and 
false statements. 

S. 917 

At the request of Mr. DOMENICI, the 
names of the Senator from Kansas [Mr. 
DOLE], the Senator from Mississippi 
[Mr. COCHRAN], the Senator from 
Michigan [Mr. ABRAHAM], the Senator 
from Texas [Mrs. HUTCHISON], and the 
Senator from Iowa [Mr. GRASSLEY] 
were added as cosponsors of S. 917, a 
bill to facilitate small business in-
volvement in the regulatory develop-
ment processes of the Environmental 
Protection Agency and the Occupa-
tional Safety and Health Administra-
tion, and for other purposes. 

S. 959 

At the request of Mr. HATCH, the 
name of the Senator from New York 
[Mr. D’AMATO] was added as a cospon-
sor of S. 959, a bill to amend the Inter-
nal Revenue Code of 1986 to encourage 
capital formation through reductions 
in taxes on capital gains, and for other 
purposes. 
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SENATE CONCURRENT RESOLUTION 11 

At the request of Ms. SNOWE, the 
names of the Senator from California 
[Mrs. FEINSTEIN], the Senator from Illi-
nois [Ms. MOSELEY-BRAUN], and the 
Senator from Massachusetts [Mr. 
KERRY] were added as cosponsors of 
Senate Concurrent Resolution 11, a 
concurrent resolution supporting a res-
olution to the longstanding dispute re-
garding Cyprus. 

SENATE RESOLUTION 103 

At the request of Mr. DOMENICI, the 
names of the Senator from New Mexico 
[Mr. BINGAMAN] and the Senator from 
Hawaii [Mr. INOUYE] were added as co-
sponsors of Senate Resolution 103, a 
resolution to proclaim the week of Oc-
tober 15 through October 21, 1995, as 
National Character Counts Week, and 
for other purposes. 

f 

SENATE CONCURRENT RESOLU-
TION 18—AUTHORIZING THE AR-
CHITECT OF THE CAPITOL TO 
TRANSFER THE CATAFALQUE 

Mr. DOLE (for himself and Mr. 
DASCHLE) submitted the following con-
current resolution; which was consid-
ered and agreed to: 

S. CON. RES. 18 

Resolved by the Senate (the House of Rep-
resentatives concurring), That the Architect of 
the Capitol is authorized and directed to 
transfer to the custody of the Chief Justice 
of the United States the catafalque which is 
presently situated in the crypt beneath the 
rotunda of the Capitol so that the said cata-
falque may be used in the Supreme Court 
Building in connection with services to be 
conducted there for the late Honorable War-
ren Burger, former Chief Justice of the Su-
preme Court of the United States. 

f 

SENATE CONCURRENT RESOLU-
TION 19—CORRECTING THE EN-
ROLLMENT OF H.R. 483 

Mr. PACKWOOD submitted the fol-
lowing concurrent resolution; which 
was considered and agreed to: 

S. CON. RES. 19 

Resolved by the Senate (the House of Rep-
resentatives concurring), That, in the enroll-
ment of the bill (H.R. 483) to amend title 
XVIII of the Social Security Act to permit 
medicare select policies to be offered in all 
States, and for other purposes, the Clerk of 
the House of Representatives shall make the 
following correction: Amend the title so as 
to read as follows: ‘‘An Act to amend the 
Omnibus Budget Reconciliation Act of 1990 
to permit medicare select policies to be of-
fered in all States.’’. 

f 

AMENDMENTS SUBMITTED 

PRIVATE SECURITIES LITIGATION 
REFORM ACT OF 1995 

SARBANES AMENDMENT NO. 1472 

Mr. SARBANES proposed an amend-
ment to the bill, S. 240, to amend the 
Securities Exchange Act of 1934 to es-
tablish a filing deadline and to provide 

certain safeguards to ensure that the 
interests of investors are well pro-
tected under the implied private action 
provisions of the act; as follows: 

On page 134, strike line 6, and insert the 
following: 

‘‘(A) NET FINANCIAL WORTH.—Each’’. 
On page 134, strike lines 9 through 15, and 

insert the following: ‘‘that the net financial 
worth of the’’. 

On page 134, line 23, strike ‘‘50 percent’’ 
and insert ‘‘100 percent’’. 

BOXER (AND GRAHAM) 
AMENDMENT NO. 1473 

Mrs. BOXER (for herself and Mr. 
GRAHAM) proposed an amendment to 
the bill, S. 240, supra; as follows: 

At the appropriate place, insert the fol-
lowing: 
SEC. . STUDY AND REPORT ON PROTECTIONS 

FOR SENIOR CITIZENS AND QUALI-
FIED RETIREMENT PLANS. 

(A) FINDINGS.—The Congress finds that— 
(1) senior citizens and qualified retirement 

plans are too often the target of securities 
fraud of the kind evidenced in the Charles 
Keating, Lincoln Savings & Loan Associa-
tion, and American Continental Corporation 
situations; 

(2) this Act, in an effort to curb unfounded 
lawsuits, changes the standards and proce-
dures for securities fraud actions; and 

(3) the Securities and Exchange Commis-
sion has indicated concern with some provi-
sions of this Act. 

(b) IN GENERAL.—Not later than 180 days 
after the date of enactment of this Act, the 
Securities and Exchange Commission shall— 

(1) determine whether investors that are 
senior citizens or qualifed retirement plans 
require greater protection against securities 
fraud than is provided in this Act and the 
amendments made by this Act, and 

(2) if so, submit to the Congress a report 
containing recommendations on protections 
that the Commission determines to be appro-
priate to thoroughly protect such investors. 

(c) DEFINITIONS.—For purposes of this sec-
tion— 

(1) the term ‘‘qualified retirement plan’’ 
has the same meaning as in section 4974(c) of 
the Internal Revenue Code of 1986; and 

(2) the term ‘‘senior citizen’’ means an in-
dividual who is 62 years of age or older as of 
the date of the securities transaction at 
issue. 

f 

NOTICE OF HEARING 

COMMITTEE ON ENERGY AND NATURAL 
RESOURCES 

Mr. MURKOWSKI. Mr. President, I 
would like to announce for the infor-
mation of the Senate and public that a 
hearing has been scheduled before the 
full Committee on Energy and Natural 
Resources to review the Secretary of 
Energy’s strategic realignment and 
downsizing proposal and other alter-
natives to the existing structure of the 
Department of Energy. 

The hearing will take place Tuesday, 
July 11, 1995, at 9:30 a.m., in room SD– 
366 of the Dirksen Senate Office Build-
ing in Washington, DC. 

Those wishing to testify or who wish 
to submit written statements should 
write to the Committee on Energy and 
Natural Resources, U.S. Senate, Wash-
ington, DC 20510. For further informa-
tion, please call Karen Hunsicker (202) 

224–3543 or Betty Nevitt at (202) 224– 
0765. 

f 

AUTHORITY FOR COMMITTEES TO 
MEET 

COMMITTEE ON ARMED SERVICES 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that the Com-
mittee on Armed Services and its sub-
committees be authorized to meet June 
26 to mark up the Department of De-
fense Authorization Act for fiscal year 
1996. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

ADDITIONAL STATEMENTS 

IN MEMORY OF THE LATE SEN-
ATOR MARGARET CHASE SMITH 

∑ Ms. SNOWE. Mr. President, last Fri-
day I joined with the people of Maine 
and America in celebrating the life of 
Senator Margaret Chase Smith, who 
had a distinguished 32 years of service 
in Congress on behalf of my home 
State of Maine. 

Senator Smith passed away this Me-
morial Day at the age of 97. With char-
acteristic modesty, she asked that no 
funeral be held, and that instead that a 
memorial service be scheduled at a 
later date. That service is scheduled to 
occur this afternoon in Senator 
Smith’s home town of Skowhegan, ME, 
at the Margaret Chase Smith Library. 

During her tenure in Congress, Mar-
garet Chase Smith became known for 
her independence and her conscience as 
well as for her legislative accomplish-
ments. In 1953, she identified her creed 
that guided her both in life and in the 
Senate. 

Her creed is as follows: 
My Creed is that public service must be 

more than doing a job efficiently and hon-
estly. It must be a complete dedication to 
the people and to the nation with full rec-
ognition that every human being is entitled 
to courtesy and consideration, that con-
structive criticism is not only to be expected 
but sought, that smears are not only to be 
expected but fought, that honor is to be 
earned but not bought.—MARGARET CHASE 
SMITH, November 11, 1953. 

Senator Smith—always prepared to 
speak for what is right in society—also 
identified, in her book ‘‘Declaration of 
Conscience,’’ some of the perils that 
face our society. I think that, as we 
mark Senator Smith’s passing today, it 
is appropriate to again consider Mar-
garet Chase Smith’s ‘‘tribute to the 
square’’: 

In today’s growing, but tragic emphasis on 
materialism, we find a perversion of the val-
ues of things in life as we once knew them. 
For example, the creed once taught children 
as they grew up was that the most important 
thing was not in whether you won or lost the 
game, but in ‘‘how you played the game’’. 

That high level attitude that stresses the 
moral side no longer predominates in this 
age of pragmatic materialism that increas-
ingly worships the opposite creed that ‘‘the 
end justifies the means’’ or in the attitude of 
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get what you can in any way, manner, or 
means that you can . . .—‘‘A Ttribute to the 
Square,’’ December 21, 1964, Quoted in Mar-
garet Chase Smith, ‘‘Declaration of Con-
science.’’ 

Now, three decades after Senator 
Smith wrote those words and four dec-
ades after her ‘‘Declaration of Con-
science’’ speech, her words ring as true 
as they did when Margaret Chase 
Smith first uttered them. We may 
learn from them even today, as we cel-
ebrate Senator Smith’s memory, her 
conscience, and her values.∑ 

f 

THE SOUTHERN CALIFORNIA ATF 
FIREARMS TRACE STUDY 

∑ Mr. SIMON. Madam President, I 
would like to draw my colleagues’ at-
tention to a recent report released by 
the southern California field office of 
the Bureau of Alcohol, Tobacco and 
Firearms [BATF]. This report details a 
firearms trace study conducted on fire-
arms found in crime scenes in southern 
California. The BATF’s objective in 
conducting this study was to help de-
termine the source of crime guns and 
suggest practices to counter the threat 
posed by illicit traffic in firearms. The 
results of the study provide evidence 
that many firearms used in crimes 
come from licensed firearms dealers. 
The results also reveal the problems of 
interstate trafficking in firearms, and 
the need for uniform, national firearms 
regulations. 

The report, titled ‘‘Sources of Crime 
guns in Southern California’’ describes 
the results of a firearms trace study in 
which special agents and intelligence 
analysts reviewed police reports and 
submitted trace requests for 1,764 guns 
recovered by selected law enforcement 
agencies in Los Angeles, Orange, and 
San Diego Counties between January 1, 
1994 and November 10, 1994. 

The results of the study raise serious 
questions about some of the rhetoric 
used to oppose firearms regulations. 
Last year, as I worked to tighten li-
censing requirements for Federal fire-
arms dealers, many who opposed my 
proposals claimed that licensed gun 
dealers are not the source of guns used 
in crimes. This report shows that, at 
least in southern California, that is 
just not true. The ATF report outlined 
six sources of the guns recovered from 
crime scenes. By far the largest source 
was licensed gun dealers: Commercial 
gun dealers accounted for 80 percent of 
the guns recovered. 

According to the study, many signifi-
cant gun trafficking cases involved at- 
home dealers who purchased large 
quantities of firearms from distribu-
tors, then resold them without paper-
work. Recent legislation, from the 
Brady law to my gun dealer licensing 
reforms in last year’s crime bill, has 
begun to address the serious lack of 
oversight on licensed gun dealers. As a 
result of my reforms, Federal firearms 
licenses now require a photograph and 
fingerprints, dealers are required to 
comply with State and local laws, and 

the ATF now has 60 days, instead of 45, 
to investigate before granting a li-
cense. Additional reforms raised the li-
censing fee from a mere $30 to $200. In 
fact, several recent cases have led to 
prosecution and conviction on felony 
licensing and recordkeeping violations. 

The report also shows the problems 
with interstate trafficking of firearms, 
and provides yet another argument in 
favor of national firearms regulations. 
Many of the guns recovered from crime 
scenes in southern California were 
traced to dealers in neighboring States 
with less stringent regulations: 30 per-
cent of the guns included in the study 
were traced to dealers in 40 States 
other than California. Arizona and Ne-
vada comprised 25 percent of the out- 
of-State purchases. 

California is a State with strong gun 
trafficking laws. All gun transfers, in-
cluding those involving private parties, 
must go through a dealer and be ap-
proved by the California Department of 
Justice. Prospective purchasers of 
handguns and long guns are screened 
during a 15-day waiting period and ap-
proved buyers are perpetually recorded 
in a computer database. California for-
bids the possession of certain assault 
weapons and forbids felons from pos-
sessing any type of firearm whatsoever. 

By comparison, the laws of sur-
rounding States, such as Nevada and 
Arizona, are highly permissive. Neither 
State imposes any restrictions other 
than the minimum Brady Bill require-
ments. Long gun sales and private 
transactions are not regulated and 
there is no central registry of handgun 
sales. 

I would like to commend the ATF for 
conducting this important firearms 
trace study. The results of their report 
should help to inform the debate on 
gun control legislation.∑ 

f 

THE LIFE OF GEORGE HENRY 
WILLIAMS 

∑ Mr. HATFIELD. Mr. President, 
throughout its colorful history, the 
State of Oregon has been blessed with 
the talents of many distinguished lead-
ers. In my readings, I have been struck 
by the number of these great Oregon 
citizens who have received little notice 
from the writers of U.S. history. One 
such individual is Senator George 
Henry Williams. 

I was reminded of Judge Williams’ 
important role in Oregon history by an 
article which recently appeared in the 
Oregon State Bar Bulletin. The article, 
excerpted from Judge Williams’ obit-
uary, was skillfully edited by Julie 
Hankin of the Bulletin. This excellent 
piece of history gives us a glimpse into 
the extraordinary life of a great Amer-
ican and I recommend it to my col-
leagues. 

A contemporary and close friend of 
Abraham Lincoln, Judge Williams 
came to Oregon following his appoint-
ment as Chief Justice of the Oregon 
territory in 1853. His ambition, how-
ever, was to serve in the U.S. Senate. 

Having worked actively as a Free 
Soil Democrat, he eventually left the 
party for that of Lincoln and was elect-
ed to the U.S. Senate in 1864 on the Re-
publican ticket. There, he quickly 
earned the respect of his colleagues 
and, later, the notice of his President, 
Gen. Ulysses S. Grant. President Grant 
nominated Williams to serve as his At-
torney General. Williams withdrew his 
name from consideration, however, fol-
lowing a set of intriguing cir-
cumstances, all of which are detailed 
in the article which I will submit for 
the RECORD following my remarks. 

Mr. President, in a city guided all too 
often by ego, I am always pleased to 
discover unsung heros, those who 
sought only to serve their countrymen, 
not themselves. As noted author Wal-
ter Lippman once said: ‘‘The final test 
of a leader is that he leaves behind in 
other men the conviction and the will 
to carry on.’’ George Henry Williams 
was such an inspirational figure. 

I ask that the article from the Or-
egon State Bar Bulletin appear in the 
RECORD. 

[From the Oregon State Bar Bulletin, May 
1995] 

OREGON’S GENTLE GIANT—THE LIFE OF 
GEORGE HENRY WILLIAMS: SENATOR, ATTOR-
NEY GENERAL, AND LAWYER 

(By C.E.S. Wood) 
George Henry Williams was born in a log 

cabin in New York state in 1823. Both of his 
grandfathers served in the Continental Army 
during the Revolutionary war. He studied 
law, and in 1844, at the age of 21, he was ad-
mitted to the bar at Syracuse. Soon after-
ward he started West to seek his fortunes as 
a lawyer. 

Nationwide there were but a few miles of 
railroad at the time—none west of Indiana. 
There were no telegraph lines. Travel was by 
river, canal and coach. Pittsburgh and St. 
Louis were the Western frontier. Chicago did 
not exist. He made his way by the Erie 
Canal, the Ohio Canal, the Ohio River as far 
as St. Louis and then up the Mississippi to 
Fort Madison, Iowa. His wealth was the Stat-
utes of New York and some bank notes of 
New York state banks. 

Unfortunately, while Williams was count-
ing backnotes in Pittsburgh in order to ex-
change them for western notes, they were 
snatched from him in a robbery. By virtue of 
his honest face he procured passage on boats 
to St. Louis and then Fort Madison. 

In 1847, on the admission of Iowa as a state, 
he was elected a district judge. The same 
year he first met Abraham Lincoln at a con-
ference in Chicago. Here began a great, life-
long friendship between these two with much 
background in common—born in poverty in 
log cabins, growing to the rugged strength 
and height of giants, athletic and sympa-
thetic to the great masses. Judge Williams 
would later be selected as one of the escorts 
of honor and one of the pall bearers at Lin-
coln’s funeral. 

As an anti-slavery Democrat, Judge Wil-
liams campaigned throughout Iowa for 
Franklin Pierce and was elected one of the 
presidential electors on the Democratic tick-
et. Shortly after Pierce’s inauguration in 
1853, at the suggestion of his friend, Sen. Ste-
phen A. Douglas, Williams was appointed 
chief justice of Oregon Territory. He was 30 
years old. The appointment was without his 
knowledge and contrary to his wish. 

He had gotten married in 1850 in Iowa to 
Miss Kate Van Antwerp and found his $1,000 
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annual salary as an Iowa district judge too 
small to meet the expenses of married life. 
He sent in his resignation, with the inten-
tion of resuming the practice of law. Law-
yers of both Whig and Democrat persuasion 
begged him to remain on the bench. 

In the end, the young and romantic Mrs. 
Williams decided their fortunes. Oregon was 
the unknown land of the West, and the ex-
citement of voyaging there appealed to her. 
The couple fully intended to return to Iowa 
as soon as Judge Williams’ term in Oregon 
expired. 

The young couple made their home in 
Salem. President Buchanan appointed Judge 
Williams to a second term, but private prac-
tice still tempted him. He resigned, and in 
1858 opened an office in Portland in a small 
frame building on the river bank between 
Washington and Alder streets. 

These were stirring times in Oregon. The 
admission of the territory into the Union as 
a state was a vital issue and necessarily in-
volved whether it should come in as a free or 
as a slave state. One of the desires that in-
duced Williams to leave the bench was not 
only to add to his income by practicing law, 
but that he might enter the active arena of 
politics. His ambition was to be United 
States senator. 

As a Democrat he championed the anti- 
slavery cause. He became a Free Soil Demo-
crat, elected to the state constitutional con-
vention and appointed chairman of the judi-
ciary committee there. Apparently by the 
force of argument and eloquence, he greatly 
aided in having the free constitution adopted 
by the state. 

Judge Williams’ strong anti-slavery work 
in Oregon had antagonized the administra-
tion in Washington, with the result that he 
was not appointed United States senator. 
Also at the first election he was defeated by 
the opposition. 

Judge Williams had joined in the call for 
an amalgamation of anti-slavery-war-Demo-
crats with Republicans, to be called the 
Union Party, and by this transition he en-
tered the Republican party and in 1864 was 
elected to the United States Senate. His 
long-held ambition was fulfilled. He entered 
the Senate at the close of the war and begin-
ning of the reconstruction period. He was the 
sole author of the Reconstruction Act sub-
stantially as it was adopted. He drew the 
15th Amendment essentially as it now 
stands. hew was a member of the Joint High 
Commission, which met in Washington to de-
termine how the disputes between Great 
Britain and the United States should be set-
tled. He was a leader in the Senate during 
the impeachment of Andrew Johnson. 

The enforcement of his Reconstruction Act 
also fell to Williams as Grant’s attorney gen-
eral at the expiration of his senatorial term: 
In all the troubled times following the Civil 
War, the responsibility of enforcement law 
and order by civil remedies was on Williams’ 
shoulders. The task included confronting the 
Ku Klux Klan’s lawlessness. Also, he had to 
decide between two governments in Lou-
isiana, Alabama and Arkansas, conflicts 
which he resolved in favor of the Republicans 
in Louisiana, the Democrats in Arkansas and 
by a compromise in Alabama. 

If therefore surprised no one (except Orego-
nians) that General Grant sent his name to 
the Senate to be chief justice of the United 
States. Judge Williams eventually insisted 
on his name being withdrawn. The causes 
have been variously stated as political ani-
mosity in the East due to his reconstruction 
work and Republican partisanship; social an-
tagonism to his second wife, then ambitious 
to be a leader in Washington society; and op-
position in Oregon, because in the course of 
his Washington career, he had necessarily 
failed to please everyone back home. 

As the story goes, he went to see Grant to 
insist that his name be withdrawn. They 
drove out behind Grant’s favorite pair of 
trotters, and the president became so ab-
sorbed in the discussion that he overdrove 
the horses and one of them died. I the end, 
Grant took Williams’ suggestion of Morrison 
R. Waite of Ohio, saying, ‘‘Wire him in your 
own name and ask him if he will take the of-
fice of chief justice of the United States.’’ 
The result is a matter of history. 

It seems that Judge Williams only nar-
rowly missed being chief justice, but he used 
to sum up the whole matter by saying, ‘‘I be-
lieve I have lived longer and happier than if 
I had been raised to that exalted office.’’ 

He returned to Portland and resumed the 
practice of law. He was a two-term mayor of 
the city from 1902–1905. He died in his sleep 
at home in Portland, April 4, 1910. 

WHAT KIND OF MAN WAS HE? 

These are the milestones in Williams’ life. 
Taken alone, they are impressive enough. On 
the other hand, other men have held high of-
fice and lived long lives, busy in civic affairs 
on all levels. Those who knew Judge Wil-
liams want to emphasize what manner of 
man he was. 

In all that he did he was filled with com-
mon sense and the spirit of justice. As a 
judge he was calm, impersonal and impar-
tial, sensible, passionless and just. As a law-
yer he was forceful, eloquent, sincere and 
never let justice be obscured by technical-
ities. Although learned in the law, his ruling 
trait was plain, good sense. He disliked dis-
sension or contention either in public or pri-
vate life. 

At 87 he was still youthful in mind, belong-
ing to the present and not the past. He was 
as interested in the problems of the day and 
as progressive in thought as a man of 25. 

He exhibited his own childlike simplicity 
of character in his fondness for children. One 
of the last images his partners had of him 
was of Williams gazing gravely at a 2-year 
old girl was had toddled into his office from 
the hallway and stood staring at him. 

After a moment’s mutual viewing each 
other in silence, not knowing they were ob-
served, the judge was heard to say solemnly 
to his small visitor, ‘‘Were you looking for a 
lawyer?’’ In a few days he was dead, and 
there passed one of the kindliest and most 
lovable of men.∑ 

f 

CONTINUE THE OFFSHORE 
DRILLING BAN 

∑ Mr. BIDEN. Mr. President, I rise 
today to voice my strong opposition to 
efforts by some in the House of Rep-
resentatives to remove the current 
moratorium on offshore oil and gas 
drilling on the Outer Continental 
Shelf. Last Tuesday, the House Interior 
Appropriations Subcommittee voted to 
lift this 14-year-old ban without solic-
iting any input from the coastal states 
directly affected. The full committee 
will have an opportunity to reverse 
this misguided action this week, and I 
call on them to reinstate this prohibi-
tion. 

Mr. President, lifting this morato-
rium is short-sighted and unnecessary, 
and threatens to litter our coastline 
with mammoth drilling rigs. This will 
only increase the likelihood of oil and 
gas spills and other environmental dis-
asters. 

We faced this battle roughly 20 years 
ago in Delaware when oil and gas inter-

ests wanted to drill in the Baltimore 
Canyon off the coast of the Delmarva 
Peninsula. This is clearly one instance 
where Federal law is necessary and ef-
fective and we ought to keep the ban. 

Mr. President, I am terribly con-
cerned that this move is yet another 
part of an overall antienvironmental 
agenda now being advanced. Whether it 
is the air we breath, the water we 
drink or the food we eat, there are in-
creasing attempts to do away with rea-
sonable health and safety protections. 

Lifting the ban on offshore drilling— 
at a time when world oil supply and 
prices remain stable, and when the Re-
publican budget proposal includes bil-
lions in oil sales from the north slope 
of Alaska—is unnecessary, misguided 
and just plain wrong. 

Just one oil or natural gas spill, 
similar to the tragic Valdez accident, 
could permanently destroy miles and 
miles of pristine State beaches and 
boardwalk. Such an accident could also 
easily erase the decade of progress 
made in restoring the fragile eco-
systems of the Chesapeake and Dela-
ware Bays. 

Due largely to concerns over these 
environmental risks, the Congress, in 
1982, struck a fair balance between the 
need for expedited exploration and de-
velopment, and the need to protect 
coastal environments. 

This policy has been effective and has 
enjoyed bipartisan support. Oil and 
natural gas extraction in the most 
abundant areas has continued and even 
increased, generating tens of billions of 
Federal revenue, while the sanctity, 
beauty and safety of our coastlines has 
been preserved. A fair balance. 

Yet now, in total disregard for the in-
terests of coastal states, and ‘‘States 
rights’’ which is so often invoked and 
embraced, the House is attempting to 
upset this balance. 

Mr. President, this is a perfect exam-
ple of the proper role for Government 
in ensuring the safety of our environ-
ment and the health of our citizens. At 
a bare minimum, coastal states should 
have the authority to extend the mora-
torium to the Outer Continental Shelf 
adjacent to the States’ coastline. That 
is why I have joined with the distin-
guished Senator from California [Mrs. 
BOXER] in introducing legislation ena-
bling States to reimpose this needed 
drilling restriction on their Outer Con-
tinental Shelf waters. 

Yet, I remain terribly concerned that 
a more comprehensive approach, cov-
ering all of the Outer Continental 
Shelf, as we have had in the past, is 
what is needed. 

Mr. President, I intend to fight vigor-
ously to ensure the continued sanctity 
of our coastal communities and remain 
committed to the ban on offshore drill-
ing.∑ 

f 

THE 1995 ELLIS ISLAND MEDALS 
OF HONOR RECIPIENTS 

∑ Mr. PRESSLER. Mr. President, as 
the former honorary chairman of Eth-
nic American Day, I have the distinct 
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privilege of entering into the RECORD 
the names of the individuals who have 
been awarded the National Ethnic Coa-
lition of Organizations [NECO] 1995 
Ellis Island Medal of Honor. 

NECO’s distinguished board chair-
man is Mr. William Denis Fugazy. 
NECO, founded in 1984, is the only or-
ganization in the United States of 
America that celebrates the ethnic di-
versity of the American population. 
NECO also serves as a watchdog for 
ethnic, racial, and religious injustice, 
and has been a constant voice and vig-
orous advocate for ethnic unity and 
pride in America. One of its programs 
is the Ellis Island Medals of Honor. 

Each year since 1986, NECO has rec-
ognized America’s ethnic diversity by 
honoring the achievements and con-
tributions of ethnic Americans in all 
professions, including government, en-
tertainment, business and industry, 
sports, health care, and communica-
tions. NECO’s Ellis Island Medals of 
Honor embody the true spirit of what 
makes the United States unique among 
the world’s nations. 

Many of our country’s ethnic groups 
have no direct connection to Ellis Is-
land. However, NECO rightly views 
Ellis Island as a landmark and symbol 
of the shared experiences of all immi-
grant groups that have landed on our 
soil. Most have come to our shores be-
cause they were the targets of ethnic, 
racial, and religious hatred, discrimi-
nation, stereotyping, and prejudice. 
Many continued to experience this in-
tolerance in America itself. 

NECO strives to eliminate this ha-
tred. Through the Ellis Island Medals 
of Honor, NECO celebrates ethnic di-
versity and the great contributions of 
immigrants to the American experi-
ence. Whether they have entered past 
Lady Liberty in New York Harbor, 
John F. Kennedy International Air-
port, or through San Francisco Bay; 
whether they are native Americans, Af-
rican-Americans, Asian-Americans, or 
others who have not entered this coun-
try through Ellis Island; NECO’s Ellis 
Island Medals of Honor embrace all 
ethnic Americans who call this great 
country home. 

Mr. President, I ask to have printed 
in the RECORD the National Ethnic Co-
alition of Organizations 1995 Ellis Is-
land Medals of Honor recipients. I ex-
tend my congratulations to this very 
distinguished group of Americans. 

The recipients follow: 
1995 ELLIS ISLAND MEDALS OF HONOR 

RECIPIENTS 
Dr. Mihran S. Agbabian; Mr. Raul Alarcon, 

Jr.; Hon. Madeleine Korbel Albright; Mr. 
George E. Altomare; Mr. Richard T. Ander-
son; Mr. Marion H. Antonini; Mr. Carlos J. 
Arboleya; Mr. Robert T. Aspromonte; Mr. 
Ronald G. Assaf; Mr. Frank Assumma; Mr. 
William L. Ayers, Jr.; Mr. Alan L. Bain; Dr. 
Gwendolyn Calvert Baker; Mr. Stephen 
Bartolin, Jr.; Ms. Barbara W. Bell; Mr. Geza 
T. Bodnar; Ms. Helen F. Boehm; Mr. Edgar 
Bronfman, Jr.; Hon. Joseph L. Bruno; Ms. 
Donna Grucci Butler; Stanley Q. Casey; Hon. 
Bernadette Castro; Mr. Leon H. Charney; Mr. 
Muzaffar A. Chishti; Mr. Philip Christopher; 

Mr. Richard J. Ciecka; Mr. Anthony J. 
Colavita, Esq.; Hon. Clay Constantinou; Rev. 
John J. Cremins, Ph.D.; Sr. Camille 
D’Arienzo; Mr. Vic Damone; Ms. Donna de 
Varona; Mr. Papken S. Der Torossian; Brig. 
Gen. Robert C.G. Disney; Ms. Kathleen A. 
Donovan; Mr. Robert B. Engel; Dr. Anthony 
S. Fauci, MD; Mr. Arthur V. Verrara; Dr. 
George S. Ferzli, M.D., F.A.C.S.; Mr. Arnold 
L. Fisher; Mr. George P. Gabriel; Hon. 
Charles A. Gargano; Mr. Arie Genger; Ms. 
Kathie Lee Gifford; Mr. David Giladi; Ms. 
Bozenna Urbanowicz Gilbride; Mr. James F. 
Gill; Mr. Sandy Ginsberg; Mr. Michael Good-
win; Mr. Per Hellman; Hon. Alan G. Hevesi.∑ 

f 

INCREASING PARTICIPATION OF 
UNITED STATES-FLAG VESSELS 
IN UNITED STATES-JAPAN 
TRADE 

∑ Mr. COHEN. Mr. President, during 
the ongoing debate about autos and 
autoparts, much has been said about 
how our domestic companies have been 
denied a chance to compete in Japan 
on the basis of quality and price. I rise 
today to describe to my colleagues a 
similar problem faced by United States 
companies seeking to enter the trade 
carrying automobiles between Japan 
and the United States under the United 
States flag. 

At present, only three United States- 
flag vessels operate in the United 
States-Japan trade. I understand the 
Department of Defense and our trade 
negotiators are aware of proposals to 
increase United States-flag participa-
tion in this trade, including a signifi-
cant one to construct a fleet of 10 re-
frigerated car carriers to carry vehicles 
from Japan to the United States and 
produce and other refrigerated prod-
ucts, as well as automobiles, to Japan 
at commercially competitive rates. 

I am particularly interested in this 
type of proposal because it would lead 
to the construction of new ships in U.S. 
shipyards. As my colleagues no doubt 
appreciate, we must do something to 
help our shipyards supplement their 
military work with commercial orders. 
The president of the American Ship-
building Association, for example, re-
cently pointed out in a letter to Mem-
bers of Congress that ‘‘[c]onstruction 
of military sealift ships is critical to 
the Nation’s defense, to sustaining the 
Navy’s shipbuilding base, and to our in-
dustry’s efforts to supplement declin-
ing orders with commercial work.’’ By 
encouraging the entry of new U.S.- 
built vessels equipped with national de-
fense features in this trade, Congress 
and the administration can help pre-
serve rapidly dwindling seafaring man-
power and skills, save or create a sig-
nificant number of jobs in the ship-
building and supplier industrial base, 
and assist U.S. shipyards in reentering 
the commercial shipbuilding market. 

At my request, the Department of 
Defense recently completed a study of 
the costs and benefits of an active 
Ready Reserve Force Program employ-
ing privately owned commercial ships 
equipped with national defense features 
as an alternative to the currently inac-

tive Ready Reserve Force fleet. The re-
port demonstrates that an active 
Ready Reserve Force Program, com-
prised of newly U.S.-built commercial 
vehicle carriers equipped with national 
defense features, would have important 
benefits and would be substantially 
more cost effective than acquiring and 
converting existing foreign-built ships. 
The report noted, however, that secur-
ing entry into the commercial market 
will be a critical element for the suc-
cess of the program. 

In my view, entry of these vessels 
into the United States-Japan trade 
would enhance our national security. 
Equipped with national defense fea-
tures, such as hoistable strengthened 
decks, these vessels would be well 
adapted for carrying both heavy equip-
ment and ammunition. Moreover, a 
fleet of this size in normal commercial 
operation in the United States-Japan 
auto trade would ensure vessels would 
be available for loading at designated 
ports of embarkation within the time 
demands for the Ready Reserve Force 
contemplated in an emergency. 

I therefore urge the Department of 
Defense and our trade negotiators in 
ongoing discussions and negotiations 
to emphasize to the Government of 
Japan the importance of augmenting 
American participation in this trade as 
a means of advancing the mutual de-
fense and security interests of our two 
nations.∑ 

f 

DR. KERRY BEEBE—OPTOMETRIST 
OF THE YEAR 

Mr. GRAMS. Mr. President, I would 
like to take this opportunity to recog-
nize an outstanding Minnesotan who 
has been chosen as the American Opto-
metric Association’s 1995 ‘‘Optometrist 
of the Year.’’ 

A resident of Brainerd, MI, Dr. Kerry 
Beebe was selected from more than 
27,000 doctors for his significant con-
tributions to the discipline of optom-
etry. 

Since 1985, Dr. Beebe has taken an 
active role in promoting the agenda of 
Minnesota’s Optometric Association’s 
legislative steering committee by 
spending countless hours lobbying, 
fundraising and speaking on issues im-
portant to optometry and the patients 
it serves. 

In addition, Dr. Beebe has partici-
pated in a number of community serv-
ice activities including serving as a 
member of the Brainerd Area Chamber 
of Commerce, Brainerd Lions Club, 
Brainerd Jaycees, Ducks Unlimited, 
and as an advisory board member to 
the Kingwood Good Samaritan Nursing 
Home. 

In 1992, Minnesota Gov. Arne Carlson 
appointed Dr. Beebe to the Rural 
Health Advisory Commission which 
was established to facilitate the imple-
mentation of health care reform on a 
regional basis. He was also appointed 
by the Minnesota Commissioner of 
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Health to serve on the universal stand-
ard benefit set committee to rec-
ommend a benefit set of services. 

I would like to quote from Dr. 
Beebe’s hometown paper, the Brainerd 
Daily Dispatch: 

He has to be one of, if not the most pa-
tient, understanding and courteous business/ 
non-business persons I have encountered. 
. . . During all the years I have dealt with 
Dr. Beebe, he has never failed in his friendly, 
courteous and patient manner.’’ 

Mr. President, I hope that our Senate 
colleagues will join me in congratu-
lating one of America’s outstanding 
health care providers. Dr. Beebe has 
made Minnesota proud and today, Dr. 
Beebe is making America proud. 

f 

REMOVAL OF INJUNCTION OF SE-
CRECY—TREATY DOCUMENT NO. 
104–10 

Mr. D’AMATO. Mr. President, as in 
executive session, I ask unanimous 
consent that the injunction of secrecy 
be removed from the Investment Trea-
ty with Mongolia (Treaty Document 
No. 104–10), transmitted to the Senate 
by the President on June 26, 1995; and 
the treaty considered as having been 
read the first time; referred, with ac-
companying papers, to the Committee 
on Foreign Relations and ordered to be 
printed; and ordered that the Presi-
dent’s message be printed in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The message of the President is as 
follows: 

To the Senate of the United States: 
With a view to receiving the advice 

and consent of the Senate to ratifica-
tion, I transmit herewith the Treaty 
Between the United States of America 
and Mongolia Concerning the Encour-
agement and Reciprocal Protection of 
Investment, with Annex and Protocol, 
signed at Washington on October 6, 
1994. Also transmitted for the informa-
tion of the Senate is the report of the 
Department of State with respect to 
the Treaty, with Annex and Protocol. 

The bilateral investment Treaty 
(BIT) with Mongolia will protect U.S. 
investors and assist Mongolia in its ef-
forts to develop its economy by cre-
ating conditions more favorable for 
U.S. private investment and thus 
strengthening the development of the 
private sector. 

The Treaty is fully consistent with 
U.S. policy toward international and 
domestic investment. A specific tenet 
of U.S. policy, reflected in this Treaty, 
is that U.S. investment abroad and for-
eign investment in the United States 
should receive national treatment. 
Under this Treaty, the Parties also 
agree to international law standards 
for expropriation and compensation for 
expropriation; free transfer of funds as-
sociated with investments; freedom of 
investments from performance require-
ments; fair, equitable, and most-fa-
vored-nation treatment; and the inves-
tor’s or investment’s freedom to choose 

to resolve disputes with the host gov-
ernment through international arbitra-
tion. 

I recommend that the Senate con-
sider this Treaty as soon as possible, 
and give its advice and consent to rati-
fication of the Treaty, with Annex and 
Protocol, at an early date. 

WILLIAM J. CLINTON.
THE WHITE HOUSE, June 26, 1995. 

f 

EXECUTIVE CALENDAR 

EXECUTIVE SESSION 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that the Senate im-
mediately proceed to executive session 
to consider the following nominations: 
Executive calendar nomination num-
bers 101, 186 through 195, and 205, and 
the nominations placed on the Sec-
retary’s desk in the Foreign Service. 

I further ask unanimous consent that 
the nominations be considered en bloc, 
the motions to reconsider be laid upon 
the table en bloc, that any statements 
relating to the nominations appear at 
the appropriate place in the RECORD, 
the President be immediately notified 
of the Senate’s action, and that the 
Senate then return to legislative ses-
sion. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The nominations considered and con-
firmed are as follows: 

RAILROAD RETIREMENT BOARD 

Virgil M. Speakman, of Ohio, to be a Mem-
ber of the Railroad Retirement Board, for a 
term expiring August 28, 1999. 

DEPARTMENT OF STATE 

Larry C. Napper, of Texas, a Career Mem-
ber of the Senior Foreign Service, Class of 
Minister-Counselor, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of American to Latvia. 

R. Grant Smith, of New Jersey, a Career 
Member of the Senior Foreign Service, Class 
of Minister-Counselor, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of America to the Republic of 
Tajikistan. 

Donald K. Steinberg, of California, a Ca-
reer Member of the Senior Foreign Service, 
Class of Minister-Counselor, to be Ambas-
sador Extraordinary and Plenipotentiary of 
the United States of America to the Republic 
of Angola. 

Lawrence Palmer Taylor, of Pennsylvania, 
a Career Member of the Senior Foreign Serv-
ice, Class of Minister-Counselor, to be Am-
bassador Extraordinary and Plenipotentiary 
of the United States of America to the Re-
public of Estonia. 

Peter Tomsen, of California, a Career 
Member of the Senior Foreign Service, Class 
of Minister-Counselor, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of America to the Republic of 
Armenia. 

Jenonne R. Walker, of the District of Co-
lumbia, to be Ambassador Extraordinary and 
Plenipotentiary of the United States of 
America to the Czech Republic. 

Mosina H. Jordan, of New York, a Career 
Member of the Senior Foreign Service, Class 
of Minister-Counselor, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of America to the Central Af-
rican Republic. 

Lannon Walker, of Maryland, a Career 
Member of the Senior Foreign Service, Class 
of Career Minister, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of America to the Republic of 
Cote d’Ivoire. 

Timothy Michael Carney, of Washington, a 
Career Member of the Senior Foreign Serv-
ice, Class of Counselor, to be Ambassador Ex-
traordinary and Plenipotentiary of the 
United States of America to the Republic of 
Sudan. 

James Alan Williams, of Virginia, a Career 
Member of the Senior Foreign Service, Class 
of Minister-Counselor, for the rank of Am-
bassador during his tenure of service as the 
Special Coordinator for Cyprus. 

CENTRAL INTELLIGENCE 

George J. Tenet, of Maryland, to be Deputy 
Director of Central Intelligence, vice Admi-
ral William O. Studeman. 

IN THE FOREIGN SERVICE 

Foreign Service nominations beginning 
Robert A. Kohn, and ending Robert A. Taft, 
which nominations were received by the Sen-
ate and appeared in the CONGRESSIONAL 
RECORD of March 23, 1995. 

Foreign Service nominations beginning Ju-
dith A. Futch, and ending Joy Ona 
Yamamoto, which nominations were re-
ceived by the Senate and appeared in the 
CONGRESSIONAL RECORD of May 15, 1995. 

f 

LEGISLATIVE SESSION 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
return to legislative session. 

f 

ORDERS FOR TUESDAY, JUNE 27, 
1995 

Mr. D’AMATO. Mr. President, I ask 
unanimous consent that when the Sen-
ate completes its business today, it 
stand in recess until the hour of 9:15 
a.m. on Tuesday, June 27, 1995; that fol-
lowing the prayer, the Journal of pro-
ceedings be deemed approved to date, 
the time for the two leaders be re-
served for their use later in the day, 
and that the Senate then immediately 
resume consideration of S. 240, the se-
curities litigation bill under the provi-
sions of the previous agreement. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. D’AMATO. Mr. President, I now 
ask unanimous consent that the Sen-
ate stand in recess between the hours 
of 12:30 p.m. and 2:15 p.m. tomorrow for 
the weekly policy luncheons to meet. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

PROGRAM 

Mr. D’AMATO. For the information 
of all Senators, the Senate will resume 
consideration of the securities bill to-
morrow at 9:15 a.m. under the previous 
order. At 9:15 a.m., the Senate will 
begin a total of 60 minutes of debate on 
the Bryan amendment, on aiding and 
abetting, and the Boxer amendment re-
garding lead plaintiff. At the hour of 
10:15 a.m. on Tuesday, there will be two 
consecutive votes on or in relation to 
those amendments. It is the intent of 
the majority leader to complete action 
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on the securities bill at an early hour 
on Tuesday. The majority leader has 
also announced that following the se-
curities litigation bill, it will be his in-
tention to begin consideration of the 
regulatory reform bill. 

Mr. President, there would be the 
usual time reserved in between those 
two votes to explain for 2 minutes, 1 
minute on each side, the contents of 
the amendments. 

Mr. SARBANES. Mr. President, will 
the Senator yield? I understand that 
following the second of those votes, the 
Senator from Maryland would then be 
recognized to offer an amendment re-
lating to the so-called safe harbor, 
which is one of two amendments I have 
on that aspect of the bill? 

Mr. D’AMATO. That is correct. That 
has been included in the earlier unani-
mous-consent request. 

Mr. SARBANES. I thank the Sen-
ator. 

f 

RECESS UNTIL 9:15 A.M. 
TOMORROW 

Mr. D’AMATO. Mr. President, if 
there is no further business to come be-
fore the Senate, I now ask unanimous 
consent that the Senate stand in recess 
under the previous order. 

There being no objection, the Senate, 
at 9:08 p.m., recessed until Tuesday, 
June 27, 1995, at 9:15 a.m. 

f 

NOMINATIONS 

Executive nominations received by 
the Senate June 26, 1995: 

DEPARTMENT OF ENERGY 

DERRICK L. FORRISTER, OF TENNESSEE, TO BE AN AS-
SISTANT SECRETARY OF ENERGY (CONGRESSIONAL AND 
INTERGOVERNMENTAL AFFAIRS), VICE WILLIAM J. TAY-
LOR III, RESIGNED. 

FOREIGN SERVICE 

THE FOLLOWING-NAMED CAREER MEMBER OF THE 
FOREIGN SERVICE FOR PROMOTION INTO THE SENIOR 
FOREIGN SERVICE TO THE CLASS STATED, AND FOR THE 
APPOINTMENT AS CONSULAR OFFICER AND SECRETARY 
AS INDICATED: 

CAREER MEMBER OF THE SENIOR FOREIGN SERVICE 
OF THE UNITED STATES OF AMERICA, CLASS OF COUN-
SELOR; AND CONSULAR OFFICER AND SECRETARY IN 
THE DIPLOMATIC SERVICE OF THE UNITED STATES OF 
AMERICA: 

DEPARTMENT OF AGRICULTURE 

JOHN H. WYSS, OF TEXAS 

THE FOLLOWING-NAMED PERSONS OF THE AGENCIES 
INDICATED FOR APPOINTMENT AS FOREIGN SERVICE OF-
FICERS OF THE CLASSES STATED, AND ALSO FOR THE 
OTHER APPOINTMENTS INDICATED HEREWITH: 

FOR APPOINTMENT AS FOREIGN SERVICE OFFICERS OF 
CLASS TWO, CONSULAR OFFICERS AND SECRETARIES IN 
THE DIPLOMATIC SERVICE OF THE UNITED STATES OF 
AMERICA: 

DEPARTMENT OF COMMERCE 

DAVID J. MURPHY, OF MASSACHUSETTS 

FOR APPOINTMENT AS FOREIGN SERVICE OFFICERS OF 
CLASS THREE, CONSULAR OFFICERS AND SECRETARIES 
IN THE DIPLOMATIC SERVICE OF THE UNITED STATES OF 
AMERICA: 

DEPARTMENT OF COMMERCE 

JANICE A. CORBETT, OF OHIO 
MICHAEL P. KEAVENY, OF CALIFORNIA 
GREGORY D. LOOSE, OF CALIFORNIA 
REBECCA L. MANN, OF FLORIDA 

FOR APPOINTMENT AS FOREIGN SERVICE OFFICERS OF 
CLASS FOUR, CONSULAR OFFICERS AND SECRETARIES IN 
THE DIPLOMATIC SERVICE OF THE UNITED STATES OF 
AMERICA: 

DEPARTMENT OF COMMERCE 

DONALD G. NAY, OF COLORADO 

DEPARTMENT OF STATE 

ANNE MARIE KREMIDAS AGUILERA, OF NEW HAMPSHIRE 

JAKE COSMOS ALLER, OF WASHINGTON 
MELISSA BUCHANAN ARKLEY, OF TEXAS 
BARBARA L. ARMSTRONG, OF GEORGIA 
BRIAN DAVID BACHMAN, OF VIRGINIA 
CAROLYN R. BARGERON, OF MARYLAND 
MARY MONICA BARNICLE, OF ILLINOIS 
ERICA J. BARKS, OF VIRGINIA 
RUSSELL ALTON BAUM, JR., OF CALIFORNIA 
KEITH DERMONT BENNETT, OF WASHINGTON 
DONALD SCOTT BOY, OF MASSACHUSETTS 
JEREMY BECKLEY BRENNER, OF CONNECTICUT 
DAVID KERRY BROWN, OF WASHINGTON 
RAVI S. CANDADAI, OF WASHINGTON 
LISA G. CONNER, OF CALIFORNIA 
DAVID FRANCIS COWHIG, JR., OF VIRGINIA 
THEODORE J. CRAIG, OF VIRGINIA 
JEFFREY R. DAFLER, OF OHIO 
JASON DAVIS, OF ALASKA 
GRANT CHRISTIAN DEOYE, OF MARYLAND 
BENJAMIN BEARDSLEY DILLE, OF MINNESOTA 
JAMES EDWARD DONEGAN, OF NEW YORK 
ELIZABETH ANN FRITSCHLE DUFFY, OF MISSOURI 
THOMAS M. DUFFY, OF CALIFORNIA 
LIISA ECOLA, OF ILLINOIS 
ANDREW S.E. ERICKSON, OF CALIFORNIA 
SARAH J. ESKANDAR, OF TENNESSEE 
OSCAR R. ESTRADA, OF FLORIDA 
KATHERINE E. FARRELL, OF INDIANA 
TAMARA K. FITZGERALD, OF COLORADO 
RECEBBA L. GAGHEN, OF MONTANA 
KIRA MARIA GLOVER, OF CALIFORNIA 
RUTH W. GODFREY, OF FLORIDA 
STEVEN ARTHUR GOODWIN, OF ARIZONA 
ELIZABETH PERRY GOURLAY, OF SOUTH CAROLINA 
PETER D. HAAS, OF ILLINOIS 
MATTHEW T. HARRINGTON, OF GEORGIA 
ANDREW B. HAVILAND, OF IOWA 
MARGARET DIERDRE HAWTHORNE, OF ILLINOIS 
JAMES WILLIAM HERMAN, OF WASHINGTON 
LAWRENCE LEE HESS, OF WASHINGTON 
DEBRA LENDIEWICZ HEVIA, OF NEW YORK 
JACK HINDEN, OF CALIFORNIA 
RICHARD HOLTZAPPLE, OF CALIFORNIA 
NATALIE ANN JOHNSON, OF ARIZONA 
MARION LOUISE JOHNSTON, OF CALIFORNIA 
KEITH C. JORDAN, OF OHIO 
RICHARD M. KAMINSKI, OF NEVADA 
ANNE KATSAS, OF MASSACHUSETTS 
JONATHAN STUART KESSLER, OF TEXAS 
PAMELA FRANCIS KIEHL, OF PENNSYLVANIA 
KARIN MARGARET KING, OF OHIO 
JOHN C. KMETZ, OF KANSAS 
MICHAEL B. KOPLOVSKY, OF MASSACHUSETTS 
SAMUEL DAVID KOTIS, OF NEW YORK 
MARNIX ROBERT ANDREW KOUMANS, OF NEW HAMP-

SHIRE 
STEVEN HERBERT KRAFT, OF VIRGINIA 
KAMALA SHIRIN LAKHDHIR, OF CONNECTICUT 
JOHN M. LIPINSKI, OF PENNSYLVANIA 
GAYLE WAGGONER LOPES, OF NEBRASKA 
DONALD LU, OF CALIFORNIA 
PAMELA J. MANSFIELD, OF ILLINOIS 
DUBRAVKA ANA MARIC, OF CONNECTICUT 
WILLIAM JOHN MARTIN, OF CALIFORNIA 
WILLIAMS SWIFT MARTIN IV, OF THE DISTRICT OF CO-

LUMBIA 
JOHN J. MEAKEM III, OF NEW YORK 
CARLOS MEDINA, OF NEW YORK 
ALEXANDER JACOB MEEROVICH, OF PENNSYLVANIA 
MARIO ERNESTO MERIDA, OF COLORADO 
JAMES P. MERZ, OF MARYLAND 
ANDREW THOMAS MILLER, OF MICHIGAN 
KEITH W. MINES, OF COLORADO 
GREGG MORROW, OF NEW HAMPSHIRE 
EDWARD R. MUNSON, OF UTAH 
JOYCE WINCHEL NAMDE, OF CALIFORNIA 
ROBERT S. NEEDHAM, OF FLORIDA 
STACY R. NICHOLS, OF TENNESSEE 
JOSEPH L. NOVAK, OF PENNSYLVANIA 
STEPHEN PATRICK O’DOWD, OF VIRGINIA 
SANDRA SPRINGER OUDKIRK, OF FLORIDA 
NEDRA A. OVERALL, OF CALIFORNIA 
SUSAN PAGE, OF WASHINGTON 
MARK A. PATRICK, OF NEW MEXICO 
MARY CATHERINE PHEE, OF THE DISTRICT OF COLUMBIA 
BRAIN HAWTHORNE PHIPPS, OF FLORIDA 
THEODORE STUART PIERCE, OF NEW YORK 
JEFFREY D. RATHKE, OF PENNSYLVANIA 
WHITNEY A. REITZ, OF FLORIDA 
TIMOTHY P. ROCHE, OF VIRGINIA 
DANIEL A. ROCHMAN, OF NEBRASKA 
DANIEL EDMUND ROSS, OF TEXAS 
NICOLE D. ROTHSTEIN, OF CALIFORNIA 
KRISTINA LUISE SCOTT, OF IOWA 
BRIAN K. SELF, OF CALIFORNIA 
DOROTHY CAMILLE SHEA, OF OREGON 
APAR SINGH SIDHU, OF CALIFORNIA 
JOHN CHRISTOPHER STEVENS, OF CALIFORNIA 
LEILANI STRAW, OF NEW YORK 
MONA K. SUTPHEN, OF TEXAS 
LANDON R. TAYLOR, OF VIRGINIA 
ALAINA B. TEPLITZ, OF MISSOURI 
JAMES PAUL THEIS, OF SOUTH DAKOTA 
MICHAEL DAVID THOMAS, OF VIRGINIA 
GREGORY DEAN THOME, OF WISCONSIN 
SUSAN ASHTON THORNTON, OF TENNESSEE 
LESLIE MEREDITH TSOU, OF VIRGINIA 
THOMAS L. VAJDA, OF TENNESSEE 
CHEVER XENA VOLTMER, OF TEXAS 
EVA WEIGOLD-HANSON, OF MINNESOTA 
MATTHEW ALAN WEILLER, OF NEW YORK 
COLWELL CULLUM WHITNEY, OF THE DISTRICT OF CO-

LUMBIA 
DAVID C. WOLFE, OF TEXAS 
ANTHONY C. WOODS, OF TEXAS 
THOMAS K. YADGERDI, OF FLORIDA 
JOSEPH M. YOUNG, OF PENNSYLVANIA 

MARTA COSTANZO YOUTH, OF NEW JERSEY 

THE FOLLOWING-NAMED MEMBERS OF THE FOREIGN 
SERVICE OF THE DEPARTMENTS OF STATE AND COM-
MERCE AND THE U.S. INFORMATION AGENCY TO BE CON-
SULAR OFFICERS AND/OR SECRETARIES IN THE DIPLO-
MATIC SERVICE OF THE UNITED STATES OF AMERICA, AS 
INDICATED: 

CONSULAR OFFICERS AND SECRETARIES IN THE DIP-
LOMATIC SERVICE OF THE UNITED STATES OF AMERICA: 

VICKI ADAIR, OF WASHINGTON 
STEPHEN E. ALLEY, OF THE DISTRICT OF COLUMBIA 
VICTORIA ALVARADO, OF CALIFORNIA 
TRAVIS E. ANDERSON, OF VIRGINIA 
PATRICIA OLIVARES ATTKISSON, OF VIRGINIA 
COURTNEY E. AUSTRIAN, OF THE DISTRICT OF COLUMBIA 
BARBARA S. AYCOCK, OF THE DISTRICT OF COLUMBIA 
DOUGLAS MICHAEL BELL, OF CALIFORNIA 
ROBERT GERALD BENTLEY, OF CALIFORNIA 
JERALD S. BOSSE, OF VIRGINIA 
BRADLEY D. BOURLAND, OF VIRGINIA 
STEVEN FRANK BRAULT, OF WASHINGTON 
ERIC SCOTT COHAN, OF VIRGINIA 
LUISA M. COLON, OF VIRGINIA 
PATRICIA ANN COMELLA, OF MARYLAND 
CLAYTON F. CREAMER, OF MARYLAND 
THOMAS EDWARD DALEY, OF ILLINOIS 
MARK KRISTEN DRAPER, OF WASHINGTON 
JEANNE M EBLE, OF MARYLAND 
ERIC ALAN FLOHR, OF MARYLAND 
DAVID WILLIAM FRANZ, OF ILLINOIS 
JUSTIN PAUL FREIDMAN, OF VIRGINIA 
STACEY L. FULTON, OF VIRGINIA 
SUSAN HERTHUM GARRISON, OF FLORIDA 
WILLIAM ROBERT GILL, JR., OF VIRGINIA 
CAROLYN B. GLASSMAN, OF ILLINOIS 
DAVID L. GOSSACK, OF WASHINGTON 
THERESA ANN GRENCIK, OF PENNSYLVANIA 
RICHARD SPENCER DADDOW HAWKINS, OF NEW HAMP-

SHIRE 
CATHERINE B. JANYNKA, OF THE MARIANA ISLANDS 
RICHARD M. JOHANNSEN, OF ALASKA 
ARTURO M. JOHNSON, OF FLORIDA 
JOANNE JORIA-HOOPER, OF SOUTH CAROLINA 
NATALIE JOSHI, OF VIRGINIA 
ERICA JENNIFER JUDGE, OF NEW YORK 
JACQUELYN JANET KALHAMMER, OF VIRGINIA 
KIMBERLY CHRISTINE KELLY, OF TEXAS 
ROBERT C. KERR, OF NEW YORK 
FARNAZ KHADEM, OF CALIFORNIA 
HELEN D. LEE, OF VIRGINIA 
NANCY R. LE ROY, OF THE DISTRICT OF COLUMBIA 
GREGORY PAUL MACRIS, OF FLORIDA 
ARTHUR H. MARQUARDT, OF MICHIGAN 
CHARLES M. MARTIN, OF VIRGINIA 
JOEL FOREST MAYBURY, OF CALIFORNIA 
SEAN IAN MC CORMACK, OF MAINE 
HEATHER D. MC CULLOUGH, OF ARKANSAS 
JULIE A. NICKLES, OF FLORIDA 
PATRICIA D. NORLAND, OF THE DISTRICT OF COLUMIA 
ELIZABETH ANNE NOSEWORTHY, OF DELAWARE 
BARRY CLIFTON NUTTER, OF VIRGINIA 
WAYNE M. ONDIAK, OF VIRGINIA 
PATRICK RAYMOND O’REILLY, OF CONNECTICUT 
DALE K. PARMER, JR., OF VIRGINIA 
KAY ELIZABETH PAYNE, OF VIRGINIA 
TERENCE J. QUINN, OF VIRGINIA 
TIMOTHY MEADE RICHARDSON, OF VIRGINIA 
EDWINA SAGITTO, OF MISSOURI 
MARK ANDREW SHAHEEN, OF MARYLAND 
ANN G. SORAGHAN, OF VIRGINIA 
RONALD L. SORIANO, OF CONNECTICUT 
KAREN K. SQUIRES, OF ILLINOIS 
CYNTHIA A. STOCKMAN, OF MARYLAND 
JAMES F. SULLIVAN, OF FLORIDA 
WILFREDO A. TORRES, OF VIRGINIA 
HORACIO ANTONIO URETA, OF FLORIDA 
MIGUEL VALLS, JR., OF VIRGINIA 
JAVIER C. VILLARREAL, OF VIRGINIA 
LESLEY MOORE VESSEN, OF MARYLAND 
PHILIP G. WASIELEWSKI, OF VIRGINIA 
JOEL D. WILKINSON, OF IDAHO 

SECRETARY IN THE DIPLOMATIC SERVICE OF THE 
UNITED STATES OF AMERICA: 

SEAN D. MURPHY, OF MARYLAND 

THE FOLLOWING-NAMED INDIVIDUAL FOR PROMOTION 
IN THE SENIOR FOREIGN SERVICE TO THE CLASS INDI-
CATED, EFFECTIVE OCTOBER 6, 1991: 

CAREER MEMBER OF THE SENIOR FOREIGN SERVICE 
OF THE UNITED STATES OF AMERICA, CLASS OF MIN-
ISTER-COUNSELOR: 

JAMES J. BLYSTONE, OF VIRGINIA 

PUBLIC HEALTH SERVICE 

THE FOLLOWING CANDIDATES FOR PERSONNEL AC-
TION IN THE REGULAR CORPS OF THE PUBLIC HEALTH 
SERVICE SUBJECT TO QUALIFICATIONS THEREFORE AS 
PROVIDED BY LAW AND REGULATIONS: 

1. FOR APPOINTMENT 
To be assistant surgeon 

PATRICA A. BERRY 
CHRISTINE CASEY 
STEPHANIE E. MARKMAN 
MICHAEL E. TOEDT 
CATHERINE L. WOODHOUSE 

IN THE AIR FORCE 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF LIEUTENANT GENERAL WHILE AS-
SIGNED TO A POSITION OF IMPORTANCE AND RESPONSI-
BILITY UNDER TITLE 10, UNITED STATES CODE, SECTION 
601: 
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To be lieutenant general 

MAJ. GEN. GEORGE K. MUELLNER, 000–00–0000 

IN THE ARMY 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF LIEUTENANT GENERAL WHILE AS-
SIGNED TO A POSITION OF IMPORTANCE AND RESPONSI-
BILITY UNDER TITLE 10, UNITED STATES CODE, SECTION 
601(A): 

To be lieutenant general 

MAJ. GEN. JARED L. BATES, 000–00–0000 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF LIEUTENANT GENERAL WHILE AS-
SIGNED TO A POSITION OF IMPORTANCE AND RESPONSI-
BILITY UNDER TITLE 10, UNITED STATES CODE, SECTION 
601(A): 

To be lieutenant general 

MAJ. GEN. JOHN A. DUBIA, 000–00–0000 

IN THE NAVY 

THE FOLLOWING-NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE OF VICE ADMIRAL IN THE U.S. NAVY 
WHILE ASSIGNED TO A POSITION OF IMPORTANCE AND 
RESPONSIBILITY UNDER TITLE 10 UNITED STATES CODE, 
SECTION 601: 

To be vice admiral 

REAR ADM. DENNIS C. BLAIR, 000–00–0000 

IN THE MARINE CORPS 

THE FOLLOWING-NAMED OFFICER TO BE PLACED ON 
THE RETIRED LIST OF THE U.S. MARINE CORPS IN THE 
GRADE INDICATED UNDER SECTION 1370, OF TITLE 10, 
UNITED STATES CODE: 

LT. GEN. ROBERT B. JOHNSTON, 000–00–0000 

IN THE AIR FORCE 

THE FOLLOWING-NAMED OFFICERS FOR PROMOTION TO 
THE GRADE INDICATED IN THE RESERVE OF THE U.S. AIR 
FORCE UNDER SECTION 307 OF TITLE 32, UNITED STATES 
CODE AND SECTIONS 12203 AND 8363 OF TITLE 10, UNITED 
STATES CODE: 

LINE 

To be colonel 

JAMES W. AMASON, 000–00–0000 
ROBERT W. ANDERSON, 000–00–0000 
RONALD J. BATH, 000–00–0000 
MICHAEL J. BEBON, 000–00–0000 
ROWAN W. BRONSON, 000–00–0000 
ROBERT A. BRUCE, 000–00–0000 
THOMAS J. BUNTING, 000–00–0000 
RICHARD W. BURRIS, 000–00–0000 
RALPH J. CLIFFT, 000–00–0000 
ROGER E. COMBS, 000–00–0000 
WILLIAM J. COPELAND, 000–00–0000 
RICHARD CZARNOTA, 000–00–0000 
STEVEN J. DALPORTO, 000–00–0000 
TIMOTHY T. DEARING, 000–00–0000 
JANET S. DREW, 000–00–0000 
ALDER J, DUBOIS, 000–00–0000 
EDWARD F. FARWELL, JR., 000–00–0000 
DENNIS R. GANNON, 000–00–0000 
JUAN A. GARCIA, 000–00–0000 
HARRY R. GORHAM, 000–00–0000 
JOHN R. HADDON, 000–00–0000 
PAUL K. HENNESSEY, 000–00–0000 
CALVIN J. HOBSON III, 000–00–0000 
BARRY M. JOHNSON, 000–00–0000 
MICHAEL D. KELLEY, 000–00–0000 
JEROLD E. KREIDLER, 000–00–0000 
CHARLES T. KRING, 000–00–0000 
PHILIP C. LEHMAN, 000–00–0000 
CHRISTOPHER A. LOWRY, 000–00–0000 
LAWRENCE J. MASTNY, 000–00–0000 
RODNEY A. MATHISEN, 000–00–0000 
WILLIAM T. MC GLATHERY III, 000–00–0000 
FRANCIS M. MEZZATESTA, 000–00–0000 
HARLAN R. MICKELSON, 000–00–0000 
JOHN E. MOLLOY, 000–00–0000 
CHARLES A. MORGAN III, 000–00–0000 
DENNIS E. MURRAY, 000–00–0000 
ROY H. PANSEY, 000–00–0000 
WILLIAM J. PETERS, JR., 000–00–0000 

JESSE P. PRITCHETT, 000–00–0000 
LAWRENCE W. REEDY, 000–00–0000 
JAMES M. REUSS, 000–00–0000 
WILLIAM A. RICHMOND III, 000–00–0000 
MICHAEL T. RIESS, 000–00–0000 
DAVID R. ROBINSON, JR., 000–00–0000 
LARRY L. ROWE, 000–00–0000 
PHILIP C. SAMMONS, 000–00–0000 
JACOB S. SEHER, 000–00–0000 
MICHAEL R. SMITH, 000–00–0000 
MALCOLM R. SNEDDON, 000–00–0000 
MICHAEL S. STEWART, 000–00–0000 
PHILIP E. THORNTON, 000–00–0000 
ANTHONY M. TOSI, 000–00–0000 
SAMUEL A. VOLTZ, 000–00–0000 
STEPHEN L. VONDERHEIDE, 000–00–0000 

JUDGE ADVOCATE 

To be colonel 

JOHN E. ANDERSON, 000–00–0000 
PETER R. BUCHLER, 000–00–0000 
EPIFANIO MORALES, JR., 000–00–0000 
AVRUM M. RABIN, 000–00–0000 

MEDICAL CORPS 

To be colonel 

TROY F. BARNETT, JR., 000–00–0000 
ALFONSO A. MADARANG, 000–00–0000 
SIDNEY J. MORGAN, JR., 000–00–0000 
FRED L. PASTERNACK, 000–00–0000 

NURSE CORPS 

To be colonel 

EDITH I. DOMINGUEZ, 000–00–0000 
MARY A. EPPS, 000–00–0000 
MARIETTA L. LOO, 000–00–0000 
CATHY A. NAVIN, 000–00–0000 

MEDICAL SERVICE CORPS 

To be colonel 

FRED T. BROWN, JR., 000–00–0000 

BIOMEDICAL SCIENCES CORPS 

To be colonel 

RONALD D. POWELL, 000–00–0000 

IN THE ARMY 

THE FOLLOWING-NAMED OFFICERS FOR PROMOTION IN 
THE RESERVE OF THE ARMY, UNDER THE PROVISIONS 
OF TITLE 10, UNITED STATES CODE, SECTIONS 12203(A), 
3370, AND 1552: 

ARMY PROMOTION LIST 

To be colonel 

FRANK M. HUDGINS, 000–00–0000 

THE FOLLOWING-NAMED OFFICERS FOR PROMOTION IN 
THE RESERVE OF THE ARMY, UNDER THE PROVISIONS 
OF TITLE 10, UNITED STATES CODE, SECTIONS 12203(A), 
3366, AND 1552: 

ARMY PROMOTION LIST 

To be lieutenant colonel 

FRED S. BENDINGER, 000–00–0000 
WILLIAM R. BRADLEY, 000–00–0000 
BRUCE S. CRONK, 000–00–0000 
SANTIAGO DELAVALLE, 000–00–0000 
DANIEL F. DONOHUE, 000–00–0000 
WILLIAM B. FERRELL, 000–00–0000 
ROY J. FLEISHER, 000–00–0000 
PETER C. FULLER, 000–00–0000 
ROBERT L. FURU, 000–00–0000 
IRA A. GOSS, 000–00–0000 
GAYLE B. HAMRICK, 000–00–0000 
WILLIAM H. HASKELL, 000–00–0000 
JAMES L. HODGE, 000–00–0000 
JAMES L. HOLLAND, 000–00–0000 
J. W. HOSKINS, 000–00–0000 
GARY J. MARENNA, 000–00–0000 
JAMES R. SMITH, 000–00–0000 
DONALD N. VARTANIAN, 000–00–0000 
AMELIA J. WESTON, 000–00–0000 
DAVID G. WHITE, 000–00–0000 

THE FOLLOWING-NAMED ARMY NATIONAL GUARD OF 
THE UNITED STATES OFFICERS FOR PROMOTION IN THE 

RESERVE OF THE ARMY OF THE UNITED STATES, UNDER 
THE PROVISIONS OF TITLE 10, UNITED STATES CODE. 
SECTIONS 12203 AND 3385: 

ARMY PROMOTION LIST 

To be colonel 

ROBERT D. ALLEN, 000–00–0000 
ROBERT J. ANGUS, JR., 000–00–0000 
GEORGE W. BODDY, 000–00–0000 
DANIEL P. COFFEY, 000–00–0000 
ARNOLD D. DROKE, 000–00–0000 
GEORGE B. FAULHABER, JR., 000–00–0000 
JAMES H. LAMBACK, 000–00–0000 
JERRY A. MC FARLAND, 000–00–0000 
JOHN A. MOORE, 000–00–0000 
EDWARD C. O’NEILL, 000–00–0000 
GEORGE D. SHULL, 000–00–0000 
RAMON Q. SUDO, 000–00–0000 
CHRISTOPHER T. WHITTAKER, 000–00–0000 
J. DALLAS WINSLOW, JR., 000–00–0000 

ARMY NURSE CORPS 

To be colonel 

HELEN D. PARRISH, 000–00–0000 
KRISTINE J. SCHULTZ, 000–00–0000 

CHAPLAIN CORPS 

To be colonel 

JACK D. FERGUSON, 000–00–0000 

MEDICAL CORPS 

To be colonel 

JOHN R. HILLMAN, 000–00–0000 
HOWARD S. NUNN, JR., 000–00–0000 
CHRISTOPHER T. RORES, 000–00–0000 

ARMY PROMOTION LIST 

To be lieutenant colonel 

ROGER B. ALLISON, 000–00–0000 
CHARLES W. AYERS, 000–00–0000 
ROBERT K. BALSTER, 000–00–0000 
DAVID E. BORNTNEM, 000–00–0000 
FRANK J. GRASS, 000–00–0000 
JOHN L. GRONSKI, 000–00–0000 
ERIC A. HANSON, 000–00–0000 
GEORGE W. HARRIS, 000–00–0000 
WILLIAM A. HILLING, 000–00–0000 
MATTHEW L. KAMBIC, 000–00–0000 
KENNETH W. KELNHOFER, JR., 000–00–0000 
RALPH L. LEDGERWOOD, JR., 000–00–0000 
KENNETH B. MCNEEL, 000–00–0000 
DAVID L. PARKER, 000–00–0000 
EDWIN I. RIVERA, 000–00–0000 
ISABELO RIVERA, 000–00–0000 
LARRY E. RYALS, 000–00–0000 
STEVEN D. SAUNDERS, 000–00–0000 
BRUCE D. SPEAR, 000–00–0000 
DAVID H. TUCKER, 000–00–0000 
DAVID L. UPDEGRAFF, 000–00–0000 
HARLAN M. WALKER II, 000–00–0000 
FRANCIS B. WILLIAMS III, 000–00–0000 
GREGORY J. ZANETTI, 000–00–0000 

ARMY NURSE CORPS 

To be lieutenant colonel 

JOHN N. SCHANK, 000–00–0000 

JUDGE ADVOCATE GENERAL CORPS 

To be lieutenant colonel 

AUGUSTUS D. AIKENS, JR., 000–00–0000 
MARC D. BRIERRE, 000–00–0000 

MEDICAL CORPS 

To be lieutenant colonel 

MICHAEL A. TODD, 000–00–0000 

MEDICAL SERVICE CORPS 

To be lieutenant colonel 

KENNETH F. SELOVER, 000–00–0000 
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CONFIRMATIONS 

Executive nominations confirmed by 
the Senate June 26, 1995: 

RAILROAD RETIREMENT BOARD 

VIRGIL M. SPEAKMAN, OF OHIO, TO BE A MEMBER OF 
THE RAILROAD RETIREMENT BOARD, FOR A TERM EX-
PIRING AUGUST 28, 1999. (REAPPOINTMENT.) 

DEPARTMENT OF STATE 

LARRY C. NAPPER, OF TEXAS, A CAREER MEMBER OF 
THE SENIOR FOREIGN SERVICE, CLASS OF MINISTER- 
COUNSELOR, TO BE AMBASSADOR EXTRAORDINARY AND 
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA 
TO LATVIA. 

R. GRANT SMITH, OF NEW JERSEY, A CAREER MEMBER 
OF THE SENIOR FOREIGN SERVICE, CLASS OF MINISTER- 
COUNSELOR, TO BE AMBASSADOR EXTRAORDINARY AND 
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA 
TO THE REPUBLIC OF TAJIKISTAN. 

DONALD K. STEINBERG, OF CALIFORNIA, A CAREER 
MEMBER OF THE SENIOR FOREIGN SERVICE, CLASS OF 
MINISTER-COUNSELOR, TO BE AMBASSADOR EXTRAOR-
DINARY AND PLENIPOTENTIARY OF THE UNITED STATES 
OF AMERICA TO THE REPUBLIC OF ANGOLA. 

LAWRENCE PALMER TAYLOR, OF PENNSYLVANIA, A 
CAREER MEMBER OF THE SENIOR FOREIGN SERVICE, 
CLASS OF MINISTER-COUNSELOR, TO BE AMBASSADOR 
EXTRAORDINARY AND PLENIPOTENTIARY OF THE 
UNITED STATES OF AMERICA TO THE REPUBLIC OF ES-
TONIA. 

PETER TOMSEN, OF CALIFORNIA, A CAREER MEMBER 
OF THE SENIOR FOREIGN SERVICE, CLASS OF MINISTER- 
COUNSELOR, TO BE AMBASSADOR EXTRAORDINARY AND 
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA 
TO THE REPUBLIC OF ARMENIA. 

JENONNE R. WALKER, OF THE DISTRICT OF COLUMBIA, 
TO BE AMBASSADOR EXTRAORDINARY AND PLENI-
POTENTIARY OF THE UNITED STATES OF AMERICA TO 
THE CZECH REPUBLIC. 

MOSINA H. JORDAN, OF NEW YORK, A CAREER MEMBER 
OF THE SENIOR FOREIGN SERVICE, CLASS OF MINISTER- 
COUNSELOR, TO BE AMBASSADOR EXTRAORDINARY AND 
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA 
TO THE CENTRAL AFRICAN REPUBLIC. 

LANNON WALKER, OF MARYLAND, A CAREER MEMBER 
OF THE SENIOR FOREIGN SERVICE, CLASS OF CAREER 
MINISTER, TO BE AMBASSADOR EXTRAORDINARY AND 
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA 
TO THE REPUBLIC OF COTÊ D’IVOIRE. 

TIMOTHY MICHAEL CARNEY, OF WASHINGTON, A CA-
REER MEMBER OF THE SENIOR FOREIGN SERVICE, 
CLASS OF COUNSELOR, TO BE AMBASSADOR EXTRAOR-

DINARY AND PLENIPOTENTIARY OF THE UNITED STATES 
OF AMERICA TO THE REPUBLIC OF SUDAN. 

JAMES ALAN WILLIAMS, OF VIRGINIA, A CAREER MEM-
BER OF THE SENIOR FOREIGN SERVICE, CLASS OF MIN-
ISTER-COUNSELOR, FOR THE RANK OF AMBASSADOR 
DURING HIS TENURE OF SERVICE AS THE SPECIAL COOR-
DINATOR FOR CYPRUS. 

CENTRAL INTELLIGENCE 

GEORGE J. TENET, OF MARYLAND, TO BE DEPUTY DI-
RECTOR OF CENTRAL INTELLIGENCE. 

THE ABOVE NOMINATIONS WERE APPROVED SUBJECT 
TO THE NOMINEES’ COMMITMENT TO RESPOND TO RE-
QUESTS TO APPEAR AND TESTIFY BEFORE ANY DULY 
CONSTITUTED COMMITTEE OF THE SENATE. 

FOREIGN SERVICE 

FOREIGN SERVICE NOMINATIONS BEGINNING ROBERT 
A. KOHN, AND ENDING ROBERT A. TAFT, WHICH NOMINA-
TIONS WERE RECEIVED BY THE SENATE AND APPEARED 
IN THE CONGRESSIONAL RECORD ON MARCH 23, 1995. 

FOREIGN SERVICE NOMINATIONS BEGINNING JUDITH A. 
FUTCH, AND ENDING JOY ONA YAMAMOTO, WHICH NOMI-
NATIONS WERE RECEIVED BY THE SENATE AND AP-
PEARED IN THE CONGRESSIONAL RECORD ON MAY 15, 
1995. 
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OPPOSITION TO CLINTON ADMINIS-
TRATION MOVES TO RECOGNIZE
THE COMMUNIST GOVERNMENT
OF VIETNAM

HON. MICHAEL P. FORBES
OF NEW YORK

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mr. FORBES. Mr. Speaker, I rise today to
recognize our responsibility as a nation to ac-
count for all of those who have bravely served
our country, especially in time of war. But to
date, there are still over 2,200 unaccounted
for POW’s and MIA’s in Indochina. And that is
why I am so dismayed at the Clinton adminis-
tration’s rash drive to recognize Vietnam. Our
country should not hastily recognize and nor-
malize relations with the Communist Govern-
ment of Vietnam without the fullest possible
accounting of those who selflessly put their
lives on the line for our great Nation. We
should not let their efforts be forgotten. The
families and friends of lost service members
deserve to know the true fates of their loved
ones.

The cooperation of the Vietnamese Govern-
ment on the investigation of the fate of POW’s
and MIA’s has been insufficient to warrant re-
warding them with their cherished recognition.
In addition, let us remember who we are deal-
ing with here. This is an unelected illegitimate,
Communist dictatorship with a consistent
record of duplicity and brutality. Year in and
year out, the Government of Vietnam ranks
right near the top of the list of human rights
violators in the world.

This is the same regime that lied to us
about how many men they were holding at the
time of the Paris Peace accords in 1973. The
same regime that began violating those ac-
cords immediately and then launched a mas-
sive, conventional invasion of South Vietnam
in 1975, armed with Soviet tanks and a vote
of confidence from the United States Con-
gress. The same regime that gave us the boat
people and reeducation camps. And it is im-
portant to remember that, despite their subse-
quent split, North Vietnamese soldiers fought
side-by-side with the genocidal Khmer Rouge
in Cambodia before 1975 and helped im-
mensely to bring those murderers to power.

Mr. Speaker, I categorically oppose the
moves by President Clinton to normalize rela-
tions with and recognize the Communist Gov-
ernment of Vietnam. America should not be-
stow this honor on such a heinous and brutal
government that has done so much harm to
so many people and which may still be doing
harm to Americans. The American Govern-
ment has a responsibility to use all of its diplo-
matic might to further investigate the fate of
our missing sons and daughters. We have not
yet exhausted that might and recognizing Viet-
nam now will take away our last bit of lever-
age with that government.

We absolutely must get the fullest possible
accounting of POW’s and MIA’s in Indochina
so that their families and friends can finally be

put at ease with the knowledge of the fate of
their loved ones, and to ensure that no one
was, God forbid, left behind.

I doubt we will ever get that if we recognize
Vietnam and I implore the administration to
step back from this unwise course.

f

SALUTE TO SHALIMAR ABIGAIL
ORDONEZ FOJAS

HON. SUE W. KELLY
OF NEW YORK

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mrs. KELLY. Mr. Speaker, at this time I
would like to recognize the academic achieve-
ments of Shalimar Abigail Ordonez Fojas. This
talented young woman won third prize in the
1995 Young Scholars Contest sponsored by
the New York Council for the Humanities.

Started in 1993 by the council, this essay
contest is an effort to promote an awareness
of the humanities at the secondary school
level of education. Each student is required to
write a research paper with a humanitarian
theme which changes on a yearly basis. This
years theme, entitled ‘‘A Life Worth Knowing,’’
was dedicated to the life of a historical figure.

Shalimar Abigail Ordonez Fojas, a student
at Brewster High School in New York, wrote
an essay that embodied the life of Charles
Lamb. Her essay titled ‘‘An Anatomy of Self-
lessness: Charles Lamb’s Lifelong Sacrifice,’’
proved to the council that Shalimar had care-
fully researched and learned to understand the
significance people have in shaping their own
worlds. The prize, $1,250, hopefully will be
used to further Ms. Fojas’ education.

Mr. Speaker, I close with a salute to
Shalimar Abigail Ordonez Fojas for her intel-
lectual achievements, and the bright promise
that her future holds.

f

RECOGNITION OF EDWARD COX

HON. STENY H. HOYER
OF MARYLAND

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mr. HOYER. Mr. Speaker, it is with great
pleasure that I rise today to herald the accom-
plishments of my good friend and community
leader, Mr. Edward V. Cox. On June 30 Ed
Cox will retire from his position as the county
administrator of St. Mary’s County, MD. Ed’s
retirement will mark the end of 22 years of
public service to St. Mary’s County. As a resi-
dent of St. Mary’s County, I know that Ed’s
departure will be a great loss for his col-
leagues and, most importantly, the citizens
who have been well served by his leadership.

As the administrator of St. Mary’s County,
Ed established an extraordinary record of fair-
ness, decency, and a faithfulness to the inter-
ests of all of our residents. During his 22
years of service, Ed has served as the admin-

istrator to six different boards of county com-
missioners. He led St. Mary’s County through
periods of great turmoil and unprecedented
growth. His work in the community has been
consistently guided by a commitment to excel-
lence and an unwavering loyalty to the public
good.

Ed is an advocate of community participa-
tion in government. He worked tirelessly to
provide the citizens of our county with access
to the decisionmaking process. Time and time
again, he has found the means and served as
a catalyst for improvement in St. Mary’s Coun-
ty.

It is impossible to list all of the programs
and initiatives that Ed Cox has championed in
his 22 years of service. His work is respected
by our entire community and he has brought
a level of integrity to public service that is un-
matched. Ed Cox will be sadly missed.

f

TRIBUTE TO STEVE SILVER

HON. NANCY PELOSI
OF CALIFORNIA

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Ms. PELOSI. Mr. Speaker, I rise today to
express my personal sense of loss, and the
loss of the entire San Francisco community, at
the passing of Steve Silver. A master show-
man, a philanthropist of boundless heart, and
creative genius, Steve passed away this Mon-
day.

It is difficult to distill the life and journey of
Steve Silver in any way that adequately de-
scribes his impact upon San Francisco. A San
Francisco native, Steve’s artistic and creative
talents were readily apparent to all who knew
him. On a budget of $900 and a cast of 11,
on June 7, 1974, the first ‘‘Beach Blanket Bab-
ylon’’—complete with sand—opened in San
Francisco’s famed North Beach. For over 20
years—making it the longest running musical
revue in the Nation—‘‘Beach Blanket Babylon’’
has packed over 3 million fans in over 7,700
shows.

Queen Elizabeth, President Reagan, count-
less of the famous and not-so-famous, and
tourists from every part of the globe have
been enchanted and captivated by Silver’s
magical cabaret at Club Fugazi. Topical, over-
the-top, hysterically funny, with puns, campy
dialog, double-entendres, outrageous cos-
tumes, and even more outrageous, imagina-
tive, and gigantic hats, all thrown around like
loose change, ‘‘Beach Blanket’’ is a cherished
San Francisco institution.

Steve’s success with ‘‘Beach Blanket’’ was
poured back into the community of his birth.
He was responsible for construction of the
main portal at the AIDS Memorial Grove in
Golden Gate Park. Even his last birthday this
past February—his 51st—Steve used the oc-
casion to celebrate the dedication of the new
portal to the Memorial Grove. He gave gener-
ously to Project Open Hand, the AIDS Emer-
gency Fund, the High School of the Arts, and
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California Pacific Medical Center, the main li-
brary, and the new Museum of Modern Art.
The site that Steve chose for his memorial,
Grace Cathedral, has a children’s garden he
donated.

One American theologian wrote that ‘‘Humor
is a prelude to faith and Laughter is the begin-
ning of prayer’’. For those who knew Steve
Silver, his optimism in the goodness of man-
kind, the role that merriment and joy played in
his life, and his good works on behalf of the
community all stemmed from his unshakable
belief in the power of humor and laughter to
transform the world. And the biggest recipient
of his faith were the people of his beloved city,
San Francisco.

At Steve’s memorial service, a poem written
by Glenn Rifkin was part of the program. At
the request of Jo Schuman Silver, Steve’s wife
and best friend, I have enclosed its text, which
beautifully captures Steve’s legacy.

Mr. Speaker, Steve Silver’s life was an
enormous gift to the people of San Francisco
and this Nation. As San Francisco mourns
him, let us join in sending condolences to his
wife, Jo, his brother Roger, his nieces Leigh
and Gillian, nephew Nicholas, and his sister-
in-law, Kate Silver. Let us also join the San
Francisco community in paying tribute to this
master showman, philanthropist, a purveyor of
life and laughter, Steve Silver.

FOR STEVE—JUNE 13, 1995

They called to say Steve Silver died,
The stage was dark, the city cried.
And laughter faded to the Bay,
a stillness cast upon the day.

The gentle soul of evenings spun,
had passed as if he’d just begun.
And decade songs that echo still,
Across the space of ever will.

For what he’d touched was deep and strong,
a chance to hear a different song.
A chance to dance upon a cloud,
to know it and to say it loud.

The gift he gave will long survive,
the music stands as if alive,
the laughter rolling like a quake,
the deal he knew he had to make.

He leaves but never shuts the door,
he leaves us wanting all the more,
And to the shores of Babylon,
his dreams will flourish ever on.—Glenn

Rifkin, New York Times.

f

70TH ANNIVERSARY OF THE
INCORPORATION OF CLEMENTON

HON. ROBERT E. ANDREWS
OF NEW JERSEY

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mr. ANDREWS. Mr. Speaker, I rise today to
recognize a significant milestone of an out-
standing community, the borough of
Clementon. On February 13, 1925, the New
Jersey State Legislature enacted legislation in-
corporating the borough of Clementon in the
county of Camden. This year the borough rec-
ognizes its 70th anniversary. In this year of
celebration, I commend the ‘‘Village of Peo-
ple’’ for its resilience and diversity.

Timber Creek has been central to the his-
tory of Clementon. It is the creek that drew the
Armewamex Indians to this area as a camp-
ground in the times prior to the settlement of
Europeans. In the prerevolutionary war days
of the early 18th century, Clementon was the

site chosen by Andrew Newman to dam Tim-
ber Creek to harness power for Newman’s
Mills in 1735. This dam formed the body of
water now known as Clementon Lake.

The Industrial Revolution, at the beginning
of the 19th century, brought Samuel Clement
from Haddonfield to the settlement. Mr. Clem-
ent purchased the mill properties along with
the surrounding properties, including a glass
works, the third such facility in New Jersey.
During the mid and late 19th century
Clementon grew rapidly due to the influx of
hundreds of new families which participated in
the mills, glassworks, and farming of the area.
During this time of growth Walt Whitman was
a frequent visitor to the Grist Mill and Indian
Spring.

By the beginning of the 20th century
Clementon Township was the home of a new
railroad line, several taverns, and an amuse-
ment park, Clementon Lake Park, which was
serviced by a trolly that brought visitors from
Philadelphia and Camden. Clementon Park
was one of the largest and most modern facili-
ties in the country at the time. Many of our
grandmothers and grandfathers met at this
park.

The borough of Clementon became inde-
pendent in 1925 and experienced another
growth boom at the end of World War II. Many
veterans settled in the area choosing to locate
their families in the smaller community of
Clementon and utilize the excellent transpor-
tation system to travel to work in Philadelphia
or Camden.

I am honored to represent the proud work-
ing tradition that is Clementon. Today, the di-
versity and strength of the town is evident in
the close-knit business community, strong reli-
gious community, excellent schools and active
civic organizations of Clementon. On its 70th
anniversary Clementon is a town which em-
braces the gifts of young and old. The town
continues to benefit from an entertainment
economy: The Clementon Water Amusement
Park is now a primary summer activity for resi-
dents and visitors alike. Clementon Towers, a
senior citizens residence, is a local landmark
and center of history and civic involvement
within the town.

In this anniversary year, I commend the
town and people of Clementon for their
progress and accomplishments. With contin-
ued civic involvement by all residents,
Clementon will continue to grow and thrive. I
would also like to recognize John H. Fisher,
Jr., a Clementon resident and historian whose
extensive work on the history of Clementon I
have relied upon heavily for these remarks.
Happy anniversary.
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A SPECIAL TRIBUTE TO MAX
RATNER, CLEVELAND BUSINESS
LEADER

HON. LOUIS STOKES
OF OHIO

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mr. STOKES. Mr. Speaker, the Cleveland
community recently mourned the passing of a
distinguished member of the business commu-
nity. We were saddened at the passing of Mr.
Max Ratner. This outstanding individual was
the chairman of Forest City Enterprises, Inc.;
he was a major scholarship and arts contribu-

tor; and he was a leading benefactor to the
state of Israel. With his passing, the Greater
Cleveland area has lost a staunch business
leader and advocate for the city. Many of us
also mourn the loss of a close, personal
friend. I want to share with my colleagues and
the Nation some information regarding Max
Ratner.

Max Ratner came to the United States in
1920 from the city of Bialystok, in old Russia.
He came to America at the encouragement of
his older brother, Charles. Other family mem-
bers followed as the Ratners settled on Cleve-
land’s east side. Max attended Glenville High
School and earned a law degree from Cleve-
land-Marshall Law School, which is now part
of Cleveland State University.

Mr. Speaker, the birth of Forest City Enter-
prises, Inc., can be attributed to the hard work
and dedication of the Ratner family. The
Ratners invested in a lumber store in the
1920’s. From the purchase of another facility,
Rockport Lumber Co. in 1939, and the subse-
quent expansion of building activities, was
born Forest City Enterprises. With the strong
leadership of Max Ratner, Forest City Enter-
prises has grown to become one of Cleve-
land’s most successful businesses. The Great-
er Cleveland area has benefited from shop-
ping centers, apartment buildings, and other
home-building projects undertaken by Forest
City. Max Ratner and his family can also be
credited with the expansion of the Cleveland
population to suburban areas including Maple
Heights, Parma, Willowick, and Brook Park.

Mr. Speaker, Max Ratner not only exhibited
a concern for the welfare and economic State
of residents of the Cleveland community, but
he was committed to helping those in other
parts of the world. Max Ratner was one of the
giants of the North American Jewish commu-
nity. He visited the State of Israel more than
150 times, and was a driving force in the effort
to help the State build its economy. In recogni-
tion of Max Ratner’s longstanding efforts, last
year Hebrew University in Jerusalem con-
ferred an honorary degree upon him.

Mr. Speaker, in an editorial which appeared
in the Plain Dealer newspaper, Max Ratner is
described as ‘‘a man who was hard-working,
strong, kind and honorable.’’ Those words are
accurate in describing a man who devoted his
life to helping others. I join the Cleveland busi-
ness community and many others in express-
ing our deepest sympathy to the Ratner fam-
ily. We pause today to pay tribute to Max
Ratner, a giant who will never be forgotten.
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SALUTE TO DAVID MATSA

HON. SUE W. KELLY
OF NEW YORK

IN THE HOUSE OF REPRESENTATIVES

Monday, June 26, 1995

Mrs. KELLY. Mr. Speaker, at this time I
would like to recognize the academic achieve-
ments of David A. Matsa. This talented young
man won an honorable mention in the 1995
Young Scholars Contest sponsored by the
New York Council for the Humanities.

Started in 1993 by the council, this essay
contest is an effort to promote an awareness
of the humanities at the secondary school
level of education. Each student is required to
write a research paper with a humanitarian
theme which changes on a yearly basis. This
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years theme, entitled ‘‘A Life Worth Knowing,’’
was dedicated to the life of a historical figure.

David A. Matsa, a student at White Plains
High School in New York, wrote an essay that
embodied the life of Louis D. Brandeis. His
essay, titled ‘‘Louis D. Brandeis: Social Re-

former,’’ proved to the council that David had
carefully researched and learned to under-
stand the significance people have in shaping
their own worlds. The prize, $500, hopefully
will be used to further Mr. Matsa’s education.

Mr. Speaker, I close with a salute to David
A. Matsa for his intellectual achievements, and
the bright promise that his future holds.
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SENATE COMMITTEE MEETINGS
Title IV of Senate Resolution 4,

agreed to by the Senate on February 4,
1977, calls for establishment of a sys-
tem for a computerized schedule of all
meetings and hearings of Senate com-
mittees, subcommittees, joint commit-
tees, and committees of conference.
This title requires all such committees
to notify the Office of the Senate Daily
Digest—designated by the Rules Com-
mittee—of the time, place, and purpose
of the meetings, when scheduled, and
any cancellations or changes in the
meetings as they occur.

As an additional procedure along
with the computerization of this infor-
mation, the Office of the Senate Daily
Digest will prepare this information for
printing in the Extensions of Remarks
section of the CONGRESSIONAL RECORD
on Monday and Wednesday of each
week.

Meetings scheduled for Tuesday,
June 27, 1995, may be found in the Daily
Digest of today’s RECORD.

MEETINGS SCHEDULED

JUNE 28
9:00 a.m.

Armed Services
Acquisition and Technology Subcommittee

Closed business meeting, to mark up
those provisions which fall within the
subcommittee’s jurisdiction of a pro-
posed National Defense Authorization
Act for fiscal year 1996.

SR–232A
9:30 a.m.

Energy and Natural Resources
Business meeting, to consider pending

calendar business.
SD–366

Finance
To hold hearings to examine ways to

control the cost of the Medicaid pro-
gram, focusing on the States’s perspec-
tives.

SD–215
Labor and Human Resources

Business meeting, to consider pending
calendar business.

SD–430
Indian Affairs

To hold hearings on S. 814, to provide for
the reorganization of the Bureau of In-
dian Affairs.

SR–485
10:00 a.m.

Banking, Housing, and Urban Affairs
Business meeting, to mark up S. 883, to

amend the Federal Credit Union Act to
enhance the safety and soundness of
federally insured credit unions, and to
protect the National Credit Union
Share Insurance Fund, and proposed
legislation to extend and reauthorize
the Defense Production Act, and to
consider pending nominations.

SD–538
Judiciary
Immigration Subcommittee

To hold joint hearings with the House
Committee on the Judiciary’s Sub-

committee on Immigration and Claims
to review a report of the U.S. Commis-
sion on Immigration. 2141 Rayburn
Building

1:00 p.m.
Armed Services

Closed business meeting, to mark up a
proposed National Defense Authoriza-
tion Act for Fiscal Year 1996, and to re-
ceive a report from the Senate Select
Committee on Intelligence on the In-
telligence Authorization Act for Fiscal
Year 1996.

SR–222

JUNE 29
9:00 a.m.

Armed Services
Closed business meeting, to continue

mark up of a proposed National De-
fense Authorization Act for Fiscal Year
1996, and to receive a report from the
Senate Select Committee on Intel-
ligence on the Intelligence Authoriza-
tion Act for Fiscal Year 1996.

SR–222
9:30 a.m.

Commerce, Science, and Transportation
To hold hearings on the nominations of

Robert Talcott Francis II, of Massa-
chusetts, and John Goglia, of Massa-
chusetts, each to be a Member of the
National Transportation Safety Board,
and Robert Clarke Brown, of New York,
to be a Member of the Board of Direc-
tors of the Metropolitan Washington
Airports Authority.

SR–253
Finance

To continue hearings to examine ways to
control the cost of the Medicaid pro-
gram, focusing on the program’s his-
torical perspective.

SD–215
Foreign Relations

To hold hearings on the nominations of
John Todd Stewart, of California, to be
Ambassador to the Republic of
Moldova, Michael William Cotter, of
the District of Columbia, to be Ambas-
sador to the Republic of Turkmenistan,
A. Elizabeth Jones, of Maryland, to be
Ambassador to the Republic of
Kazakhstan, Victor Jackovich, of Iowa,
to be Ambassador to the Republic of
Slovenia, and John K. Menzies, of Vir-
ginia, to be Ambassador to the Repub-
lic of Bosnia and Herzegovina.

SD–419
Labor and Human Resources
Aging Subcommittee

To hold hearings on proposed legislation
authorizing funds for programs of the
Older Americans Act.

SD–430
Small Business

Business meeting, to mark up S. 895, to
amend the Small Business Act to re-
duce the level of participation by the
Small Business Administration in cer-
tain loans guaranteed by the Adminis-
tration.

SD–538
10:00 a.m.

Energy and Natural Resources
To hold oversight hearings with the

Committee on Environment and Public
Works on energy and environmental

implications of the Komi oil spills in
the former Soviet Union.

SD–366
Environment and Public Works

To hold oversight hearings with the
Committee on Energy and Natural Re-
sources on energy and environmental
implications of the Komi oil spills in
the former Soviet Union.

SD–366
Governmental Affairs
Permanent Subcommittee on Investiga-

tions
To hold hearings to review the friendly

fire incident during the Persian Gulf
War.

SD–342
2:00 p.m.

Energy and Natural Resources
Parks, Historic Preservation and Recre-

ation Subcommittee
To hold hearings on S. 594, to provide for

the administration of certain Presidio
properties at minimal cost to the Fed-
eral taxpayer.

SD–366
Environment and Public Works
Clean Air, Wetlands, Private Property, and

Nuclear Safety Subcommittee
To hold oversight hearings on the Clean

Air Act’s inspection and maintenance
program.

SD–406

JUNE 30

10:30 a.m.
Foreign Relations

To hold hearings on the nominations of
David L. Hobbs, of California, to be
Ambassador to the Co-operative Repub-
lic of Guyana, and William J. Hughes,
of New Jersey, to be Ambassador to the
Republic of Panama.

SD–419

JULY 11

10:00 a.m.
Veterans’ Affairs

To hold hearings to examine options for
compliance with congressional budget
resolution (H.Con.Res. 67) instructions
relating to veterans’ programs.

SR–418

JULY 13

9:30 a.m.
Indian Affairs

To hold hearings on S. 479, to provide for
administrative procedures to extend
Federal recognition to certain Indian
groups.

SR–485

POSTPONEMENTS

JUNE 29

9:30 a.m.
Small Business

To hold hearings to examine the future
of the Small Business Investment Com-
pany program.

SD–538
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Daily Digest
Senate

Chamber Action
Routine Proceedings, pages S9013–S9108
Measures Introduced: Three bills and two resolu-
tions were introduced, as follows: S. 965–967, and
S. Con. Res. 18 and 19.                                          Page S9097

Measures Passed:
Authorizing Transfer of Catafalque: Senate

agreed to S. Con. Res. 18, authorizing the Architect
of the Capitol to transfer the catafalque to the Su-
preme Court for a funeral service.                     Page S9032

Enrollment Correction: Senate agreed to S. Con.
Res. 19, to correct the enrollment of H.R. 483.
                                                                                            Page S9097

Private Securities Litigation Reform Act: Senate
continued consideration of S. 240, to amend the Se-
curities Exchange Act of 1934 to establish a filing
deadline and to provide certain safeguards to ensure
that the interests of investors are well protected
under the implied private action provisions of the
Act, with a committee amendment in the nature of
a substitute, taking action on amendments proposed
thereto, as follows:                                             Pages S9032–97

Adopted:
By 93 yeas to 1 nay, 1 responding present (Vote

No. 285), Boxer Amendment No. 1473, to instruct
the Securities and Exchange Commission to report to
the Congress on whether senior citizens and retire-
ment plans need enhanced protection from securities
fraud.                                                     Pages S9046–59, S9073–74

Rejected:
(1) Bryan Amendment No. 1469, to provide for

a limitations period for implied private rights of ac-
tion. (By 52 yeas to 41 nays, 1 voting present (Vote
No. 283), Senate tabled the amendment.)
                                                                                    Pages S9060–73

(2) By 29 yeas to 65 nays, 1 responding present
(Vote No. 284), Sarbanes Amendment No. 1472, to
establish proportional liability in Securities actions
against reckless defendants.
                                Pages S9034–46, S9059–60, S9070–71, S9073

Pending:
(1) Bryan Amendment No. 1474, to restore the li-

ability of aiders and abetters in private actions.
                                                                      Pages S9032, S9081–87

(2) Boxer/Bingaman Amendment No. 1475, to es-
tablish procedures governing the appointment of
lead plaintiffs in private securities class actions.
                                                                                    Pages S9089–97

A unanimous-consent time agreement was reached
providing for further consideration of the bill and
the pending amendments proposed thereto, with
votes to occur thereon, on Tuesday, June 27.
                                                                                            Page S9105

Extended Use of Medicare Selected Policies—
Conference Report: Senate agree to the conference
report on H.R. 483, to amend title XVIII of the So-
cial Security Act to permit Medicare select policies
to be offered in all States.                              Pages S9088–89

Removal of Injunction of Secrecy: The injunction
of secrecy was removed from the following treaty:

Investment Treaty with Mongolia (Treaty Doc.
No. 104–10).

The treaty was transmitted to the Senate today,
considered as having been read for the first time, and
referred, with accompanying papers, to the Commit-
tee on Foreign Relations and ordered to be printed.
                                                                                            Page S9105

Nominations Confirmed: Senate confirmed the fol-
lowing nominations:

Virgil M. Speakman, of Ohio, to be a Member of
the Railroad Retirement Board, for a term expiring
August 28, 1999. (Reappointment)

Larry C. Napper, of Texas, to be Ambassador to
Latvia.

R. Grant Smith, of New Jersey, to be Ambassador
to the Republic of Tajikistan.

Donald K. Steinberg, of California, to be Ambas-
sador to the Republic of Angola.

Lawrence Palmer Taylor, of Pennsylvania, to be
Ambassador to the Republic of Estonia.

Peter Tomsen, of California, to be Ambassador to
the Republic of Armenia.

Jenonne R. Walker, of the District of Columbia,
to be Ambassador to the Czech Republic.

James Alan Williams, of Virginia, a Career Mem-
ber of the Senior Foreign Service, Class of Minister-
Counselor, for the rank of Ambassador during his
tenure of service as the Special Coordinator for
Cyprus.

Mosina H. Jordan, of New York, to be Ambas-
sador to the Central African Republic.
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Lannon Walker, of Maryland, to be Ambassador
to the Republic of Cote d’Ivoire.

Timothy Michael Carney, of Washington, to be
Ambassador to the Republic of Sudan.

George J. Tenet, of Maryland, to be Deputy Di-
rector of Central Intelligence.

Routine lists in the Foreign Service.
                                                                                    Pages S9107–08

Nominations Received: Senate received the follow-
ing nominations:

Derrick L. Forrister, of Tennessee, to be an Assist-
ant Secretary of Energy (Congressional and Intergov-
ernmental Affairs).

1 Air Force nomination in the rank of general.
2 Army nominations in the rank of general.
1 Marine Corps nomination in the rank of general.
1 Navy nomination in the rank of admiral.
Routine lists in the Air Force, Army, Foreign

Service, Public Health Service.                    Pages S9106–07

Communications:                                                     Page S9097

Statements on Introduced Bills:     Pages S9097–S9100

Additional Cosponsors:                               Pages S9100–01

Amendments Submitted:                                   Page S9101

Notices of Hearings:                                              Page S9101

Authority for Committees:                                Page S9101

Additional Statements:                                Pages S9101–05

Record Votes: Three record votes were taken today.
(Total—285)                              Pages S9072–73, S9073, S9074

Recess: Senate convened at 11 a.m., and recessed at
9:08 p.m., until 9:15 a.m., on Tuesday, June 27,
1995. (For Senate’s program, see the remarks of the
Acting Majority Leader in today’s RECORD on pages
S9105–06.)

Committee Meetings
(Committees not listed did not meet)

AUTHORIZATION—DEFENSE
Committee on Armed Services: Subcommittee on Person-
nel met in closed session and approved those provi-
sions which fall under its jurisdiction of proposed
legislation authorizing funds for fiscal year 1996 for
national defense programs.

h

House of Representatives
Chamber Action
Reports Filed:

H.R. 1565, to amend title 38, United States
Code, to extend through December 31, 1997, the
period during which the Secretary of Veterans Affairs
is authorized to provide priority health care to cer-
tain veterans exposed to Agent Orange, ionizing ra-
diation, or environmental hazards, amended (H.
Rept. 104–158); and

Conference report on H. Con. Res. 67, setting
forth the congressional budget for the United States
for fiscal years 1996, 1997, 1998, 1999, 2000, 2001
and 2002 (H. Rept. 104–159).
                                                               Pages H6273–H6304, H6311

Speaker Pro Tempore: Read a letter from the
Speaker wherein he designates Representative
Goodlatte to act as Speaker pro tempore for today.
                                                                                            Page H6273

Late Report: Committee on the Budget received
permission to have until midnight tonight to file a
conference report on H. Con. Res. 67, setting forth
the congressional budget for the United States Gov-
ernment for fiscal years 1996, 1997, 1998, 1999,
2000, 2001, and 2002.                                           Page H6273

Senate Messages: Messages received from the Senate
today appear on page H6311.

Quorum Calls—Votes: No quorum calls or votes
developed during the proceedings of the House
today.
Adjournment: Met at noon and adjourned at 1:25
p.m.

Committee Meetings
No Committee meetings were held.
f

COMMITTEE MEETINGS FOR
TUESDAY, JUNE 27, 1995

(Committee meetings are open unless otherwise indicated)

Senate
Committee on Appropriations, Subcommittee on Defense,

to hold hearings on proposed budget estimates for fiscal
year 1996 for the Department of Defense, focusing on
ballistic missiles, 9:30 a.m., SD–192.

Committee on Armed Services, Subcommittee on Readi-
ness, business meeting, to mark up those provisions
which fall within the subcommittee’s jurisdiction of a
proposed National Defense Authorization Act for fiscal
year 1996, 9 a.m., SR–232A.

Subcommittee on Airland Forces, closed business meet-
ing, to mark up those provisions which fall within the
subcommittee’s jurisdiction of a proposed National De-
fense Authorization Act for fiscal year 1996, 2 p.m.,
SR–222.
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Subcommittee on SeaPower, closed business meeting,
to mark up those provisions which fall within the sub-
committee’s jurisdiction of a proposed National Defense
Authorization Act for fiscal year 1996, 4 p.m., SR–232A.

Subcommittee on Strategic Forces, closed business
meeting, to mark up those provisions which fall within
the subcommittee’s jurisdiction of a proposed National
Defense Authorization Act for fiscal year 1996, 6 p.m.,
SR–222.

Committee on Environment and Public Works, to hold hear-
ings on proposals to supplement the legal framework for
private property interests, with primary emphasis on the
operation of Federal environmental laws, 9:30 a.m.,
SD–406.

Committee on Finance, Subcommittee on Social Security
and Family Policy, to hold hearings to examine the sol-
vency of the Social Security Trust Fund, 10 a.m.,
SD–215.

Committee on the Judiciary, to hold hearings to examine
the activities of the Department of Justice, 9:30 a.m.,
SD–226.

Full Committee, to hold hearings on the nominations
of Dianne P. Wood, of Illinois, to be United States Cir-
cuit Judge for the Seventh Circuit, Tena Campbell, to be
United States District Judge for the District of Utah,
George H. King, to be United States District Judge for
the Central District of California, and Robert H. Whaley,
to be United States District Judge for the Eastern Dis-
trict of Washington, 2:15 p.m., SD–226.

Special Committee on Aging, to hold hearings to examine
the impact of breakthroughs in the treatment of cata-
strophic diseases on reductions in health care costs, 9:30
a.m., SH–216.

NOTICE
For a listing of Senate Committee Meetings sched-

uled ahead, see page E1328 in today’s RECORD.
House

Committee on Appropriations, to continue markup of the
following appropriations for fiscal year 1996: Agriculture
and Interior, 8:30 a.m., 2360 Rayburn.

Committee on Banking and Financial Services, to continue
markup of H.R. 1362, Financial Institutions Regulatory
Relief Act of 1995, 9:30 a.m., 2128 Rayburn.

Committee on Commerce, to mark up H.R. 1872, Ryan
White CARE Act Amendments of 1995, 11 a.m., 2123
Rayburn.

Committee on Economic and Educational Opportunities, Sub-
committee on Early Childhood, Youth and Families, to
continue hearings on the Individuals with Disabilities
Education, 2 p.m., 2175 Rayburn.

Subcommittee on Oversight and Investigations, hearing
on D.C. School Reform, 2 p.m., 2261 Rayburn.

Committee on Government Reform and Oversight, Sub-
committee on Government Management, Information,
and Technology, hearing on Government Performance
and Results Act Compliance, 2 p.m., 2154 Rayburn.

Subcommittee on National Security, International Af-
fairs and Criminal Justice, hearing on Illicit Drug Avail-
ability: Are Interdiction Efforts Hampered by a Lack of
Agency Resources, 9:30 a.m., 311 Cannon.

Committee on International Relations, hearing on the
Value of Microenterprise Development, 10 a.m., 2172
Rayburn.

Subcommittee on Asia and the Pacific, hearing on U.S.
Security Interests in Asia, 2 p.m., 2172 Rayburn.

Committee on Resources, subcommittee on Energy and
Mineral Resources, oversight hearing on the issue of Fed-
eral oversight of States acting under the Surface Mining
Control and Reclamation Act of 1977 to effectively regu-
late active coal mining operations and protect the envi-
ronment consistent with the State primacy provision of
the Act, 10 a.m., 1334 Longworth.

Subcommittee on Fisheries, Wildlife and Oceans, to
mark up the following bills: S. 268, to authorize the col-
lection of fees for expenses for triploid grass carp certifi-
cation inspection; and H.R. 1675, National Wildlife Ref-
uge Improvement Act of 1995, 2 p.m., 1334 Longworth.

Subcommittee on National Parks, Forests and Lands, to
mark up the following bills: H.R. 1296, to provide for
the administration of certain Presidio properties at mini-
mal cost to the Federal taxpayer; H.R. 629, The Fall
River Visitor Center Act of 1995; and H.R. 1508, to re-
quire the transfer of title to the District of Columbia cer-
tain real property in Anacostia Park to facilitate the con-
struction of National Children’s Island, a cultural, edu-
cational and family-oriented park, 9 a.m., 1234 Long-
worth.

Committee on Rules, to consider H.J. Res. 79, proposing
an amendment to the Constitution of the United States
authorizing the Congress and the State to prohibit the
physical desecration of the flag of the United States, 2
p.m., H–313 Capitol.

Committee on Science, Subcommittee on Technology and
the Subcommittee on Basic Research, joint hearing on
Technology Transfer, 1 p.m., 2118 Rayburn.

Committee on Transportation and Infrastructure, Sub-
committee on Water Resources and Environment, to con-
tinue hearings on the reauthorization and reform of the
Comprehensive Environmental Response, Compensation
and Liability Act of 1980 (Superfund), 10 a.m., 2167
Rayburn.

Committee on Ways and Means, Subcommittee on Health,
hearing on H.R. 1818, Family Medical Savings and In-
vestment Act of 1995, 11 a.m., 1100 Longworth.
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Next Meeting of the SENATE

9:15 a.m., Tuesday, June 27

Senate Chamber

Program for Tuesday: Senate will resume consideration
of S. 240, Private Securities Litigation Reform Act.

(Senate will recess from 12:30 p.m. until 2:15 p.m. for re-
spective party conferences.)

Next Meeting of the HOUSE OF REPRESENTATIVES

10:30 a.m., Tuesday, June 27

House Chamber

Program for Tuesday: Consideration of the following
Suspension: H.R. 1565, extension of health care to veter-
ans exposed to Agent Orange; and

Continue consideration of H.R. 1868, Foreign Oper-
ations Appropriations Act for fiscal year 1996.
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